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BY THt US GENERAL ACCOUNTING OFFICE 

Report To The Chairman Of The Subcommittee On 
Oversight Of The Committee On Ways And Means 
United States House Of Representatives ' 



Lessons Learned From Past Blpck Grants: 
Implications For Congressional Oversjght ^ 



Block grant programsenacted before 1981 
have successfully targeted services to 
people designated as economically disad- 
vantagefd The Congress may never know 
whether the new block grants enacted 
under the Omnibus Budget Reconciliation 
Act of 1981. are similarly successful in 
social targeting--or in other objectives-- 
because the Federal Government is not 
requiring uniform data collection. 

GAO found no evidence from the early 
block grants of administrative savings that 
would offset budget cuts of greater.than 1 0 
percent in programmatic activities. Although 
the past IS always an uncertain predictor of 
thefuture, this experience raisesquestions 
about the amount oi cost savings that \A/ill 
emerge under the block grants created tn 
1981. 
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The Honorable Charles B. Rangel 
Chairman, Subcommittee on Oversight 
Committee on Ways and Means 
House of Representatives 
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Dear Mr. Chairman: 



As you requested your April 2, 1981, letter, we have 
reviewed i^revious experience with block -grants and h^ve analyzed 
the requirements for their effective evaluation. This report 
outlines four issue.s raised by consolidating categorical programs 
into block grants ancfi^iscusses the early and 19S1 block grai}ts 
xn light of each iss)^e. 

As arranged with your office, we are sending copies of the 

report to the Office of Management and Budget and to the U.S. 

Departments of Health and Human Services, Housing and Urban ^ 
Development, Education, Labor, and Justice. 



Sincerely yours. 



Eleanor Chelimsky " J 
Director * / 
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COMMITTEE ON WAXS AND^MEANS . . * ^ 

HOUSE OF REPRESENTATIVES , * 



DIGEST 

Block grants provide funds, usually to generaJL 
purpose governmental units, as speci:^ied by 
statutory formula, for use in broad functional 
Jreas.^ The grantees are allowed considerable 
discretion in identifying problems, designing 
programs, and allocating resources. The five 
block grants established before 1981 are 

— Partnership for Health Act (PHA), ^ 

--Omnibus Crime Control and Safe Streets A<tt 
(LEAA, for the Law Enforcement Assistance 
Administration, the agency created t6 admini- 
ster this legislation), ^ 

i 

— Comprehensive Employment and Training Act (CETA),* 

— Community Development Block Grants (CDBG), 

— Title XX Social Services. (pp. 1-3) 

Experience under the five pre-1981 yiock grants 
raises questions' about the stability of the 
block grant as a funding mechanism.* Of these' 
five grants, LEAA has been abolished, J>HA was 
merged into a large new blocjf grant. Title XX 
became the major component of the Social Serv- 
ices block grant, CETA has been thre^ened with 
replacement, and only the entitlement cities 
portion of CDBG continues intact. (p^ 9) 

HOW HAVE BLOCK GRANTg ATTEMPTED 
TO BALANCE COMPETING GOALS OF 
FLEXIBILITY AND ACCOUNTABILITY? 

In the pi;e-]r981 bljock- grants^ grantees* accounta- 
bility foir Federal dollars was insure'd by plan- 
ning, spending, recordkeeping and reporting, 
and auditing requirements, as specified in the * 
legislative provisions and regulations. How- 
ever, the amount of flexibility grantees had 
under the earlier grants differed from block 
to block. GAO*s review finds that these foifT 
typecj- of requii:;ement increased in number ancj 
complexity over time. PHA and. Title XX were 
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exceptions because their planning and ^spending 
requirements remained stable or were reduced, 
(pp. 16-27) ' , ^ ^ 

The block gran£s enacted in the Omnibus Budget ^ 
Reconciliat:ion Act of 1981 differ from the 
earlier grants by imposing certain generic 
categories of accountability requirements more 
consistently* The new grafts are more detailed 
in their reporting and auditing provisions feut 
have fewer kinds of planning and spending^r^- 
stricti'on than the earlier block^ grants . They 
also greatly^ limit the rol^s Federal agencies, 
play in program operations. (pp. 27-31) 

HAVE THE POOR AND OTHER 
DISADVANTAGED GROUPS BEEN 
SERVED EQUALLY UNDER BLOCK ^ 
GRANTS AND JPATEGORICAL 
PROGRAMS? 

Of the original block grants, CDBG, CETA, and 
Title XX had objectives of serving the economic- 
gdly neddy. GAO's review of them suggests they^ 
dj.d in fkct target services to their designated 
groups . 

For CDBG and CETA, there were no consistent dif- 
ferences between the earlier categorical programs 
a'nd the pre-1981 block grants in targeting bene- 
fits to lower income people or to minority groups. 

— CETA was overall slightly less targeted to the 
economically needy under the block grant, but 
the differences' are small and on some charac- 
teristics the block grant is more targeted 
than the categorical programs. (p. 37) 

— CDBG shows somewhat more targeting to Ipw and 
moderate income recipients than the categori- 
cal programs, but these findings are limited 
■to rehabilitation aid in only seven cities, 
(pp. 40-41) 

— There is no evidence that targeting to the 
poor declined over time for CDBG or CETA. 
(pp. 37-38 and 41-43) 

Satellite cities and cities with fewer urba** 
problems achieved less targeting of CDBG funds 
than other, more needy cities. GAO finds that 
at least in the case of CDBG, the absence of 
targeting in the allocation formula can impair 
targeting under block grants. (pp. 44-46) \ 
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HAVE THERE BEEN SAVINGS 
IN ADMINISTRATIVE COSTS * 
UNDER^LOCK GRANTS? * . 

In this OTevieww GAO identified no conclusive 
pattern to' the effedts of the pre-1981 block 
grants on^ the acministrative costs of State . ^ ^ 

and local grantees. , In the debate on the 1981 
block grants^ the Administration asserted that 
administrative c'os,t ^aving% would offset Federal 
reducMohs of mor6,than 20 percent- in spending. 
Although the past experience with block grants 
rirovides/no data to suppchrt this claim, redpc- 
tio^s in' Federal requirements that might de- 
crease costs may result * in .economies not seeq * • 
previously. Generally, GAO finds that 

-yx:onsolidating the .categorical programs* - 

ii?to CDBG, CETA, and PHA nad mixed . . * 

effects' on *adln;Lnistrative costs (pp. I ' N 

' 54-55) and ^ . • • - 

— the costs of administering three* of the £i,ve ^ , 
* originarl block gralts wei^e within the range 

of tvhe costs of administering categorical 

^^ants generally. (pp. 55-59) 

WHAT EVALUATIVE INFORMATION * . . - ' 

HAS BEEN AVAILABLE TO THE 

. CONGRESS > UNDER BLOCK GRANTS? ' • 

Examiriinig the extent and nature of Fe.deral > ' • ' 
evaiaation' under the £ive' original block grants, 
GAO finids.that the Qongres^s had the most exten- 
sive and most usable evaluatiojl Information from 
CETA and C'dbQ. LEAA and Title XX undertook^^few 
studied th^t would have' g^ivep , the Confess a 
picture Of ptbgress or ef f ects ^'across all the 
States. ?'HA had essent,ially no evaluation ac-^* 
tivity at the hational level. (pp, .66-67) 
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One explanation for the variation in Federal 
evaluation activities among the f ive , pre-1981 
block grants is thSt agencies' views^of accounta- 
bility ^differed under the blbck grant mechanism. 
For example, experienc^e under PHA i:|Llus€rates 
how a* limited accountability function can lead ' • 
to^an -inability to track" funds a^nd a generally / 
diminished evaluation capabidrity. (pp. 70-71) 

The, 1981 bltfck grants give a less explicit role 
for program evaluation to the administering ,Fed.-^ 
eral agencies' and a greater role to -the/States. 
This suggefe.ts that in the future the scope and 
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manner of State evaluation activities will 
differ from State to State. (pp, ,71-73) 



FURTHER OBSERVATIONS • 

Among the important * considerations in predicting 
block grant outcomes,- two stand out. First, the 
five program^ constitute all the past block 
grants bu,t provide only a tenuous basis for . 
drawing firm conclusions about the block grant 
as a funding mechanism. Second, conditions in 
the 1980 's are substantially different from what 
they were in the 1970' s, and this could affect 
outcomes g^.ven that the 1981 block grants were 
intended to. delegate substantially greater re- 
sponsibilities to the States* (pp, 9-12) 

Current Administration policy is to leave the 
form and content of annual reports under the • 
1981 block grants to grantees' discretion. How- 
ever, this may mean that data may not be avail- 
able if ^there is future congressional interest 
in assessing the use of block grant funds as an 
way of achieving targeting goals or other ^ ( 
national objectives. An adequate reporting 
(japabilit^ involvesS insuring that at least some ' 
Information can be collected uniformly across 
all States to firoduce comparable data, Altlaough, 
some efforts are under way^in some States to 
establish common reporting systems, the outcome 
is uncertain. (pp. 31-32, 51, ^nd 72-73) 

Moreover, GAO finds that the fears that block 
grants would provide fewer services to the dis- 
advantaged than categorical programs — and that, 
consequently, these services would deteriorate 
over time — ^were not realized under the original 
block'grants. ThisP^suggeSts that, depending 
on how specific requirements are implemented 
administratively, block grants may be more com- 
p*atible with the goals of social accountability 
than has beeji assumed. Targeting can provide 
for who a grant' is to serve while leaving to 
State* or local authorities the decisions about 
what activities or services the grant is to 
off^r. 

Finally, the lack of any consistency in earlier 
findings of differences in administrative costs 
between block grants arid the categorical pro- ^ 
gr^ms suggests that the cost savings that re- 
sulted from administering block grants would not, 
by themselves, have offset budget cuts of greater 
than 10 percent in programmatic activities* 
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However^ the newer block grants, accompanied by 
changes ip Federal requiretments that might de- 
crease costs,, may result in economies not pre- 
viously experienced. (pp. 64-65) 

THE CONGRESSIONAL REQUEST, - 
THE AGENCIES' COMMENTS, 
AND GAO'S RESPONSE 

s 

GAO undertook this' examination of experience 
under the. block grants enacted by previous ses- 
sions of the Congress at the request of the Sub- 
committee on Oversight of the House Committee on 
Wayl( ancTMeans. GAO reviewed and compared 
the legislative provisions for the original and 
the 1981*block grants. GAO's findings are based 
additionally on a syntfiesis of evaluation 
studies relevant to questions of .targeting and 
administrative costs. (pp. 1^-13) 

The Office of Management and Budget* (OMB) and the 
U.S. Departments of Education, Hefalth and Human 
Services, Justice, and Labor commented on a draft 
of this report. The U.S. Department of Housing 
and Urban Development did not offer a written ^ 
response within the period specified in Public 
Law 96-226. The agencies that did respond 
characterized the report as an iriformative ar 
accurate description of experience under the 
*fiye early block grartts. (pp. 105-21), 
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0MB maintains that GAO's findings and ^o^i- , 
elusions as based upon past block grants are^ in 
many respects not relevant to the block grants 
enacted in 1981. The new block grants, 0MB 
argues, shift program accountability to the 
States, making the States "accountable to their ^ 
own citizens, rather than to Federal officials." 
GAO's analysis of requirements under the Omnibus 
Budget Reconciliation Act of 1981 demonstrates 
that tijie legislation provides the Federal Govern- 
ment a role in oversight rather than virtually 
abolishing that role in the way that 0MB suggests. 
Monitoring the expenditure of block grant funds \ 
to achieve stated national objectives — a theme 
throughout this report — has been and is a centra] 
Federal accountability function under past ,an^ 
present block grant legislation. (pp. 105-06) 
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The Omnibus Budget- Reconciliation Act> of 1981 created nine 
new block tyrants from the consolidation of more than 50 categor- 
ical grants and two already existing block grants. Up until 1981, 
the only block grants in existehce were 

--Partnership for Health Act (PHA), 

— Omnibus Crime Control and Safe Streets Act (referred to 
' ' as LEAA, for Law Enforcement Assistance Administration/ 
the agency* created to administer the legislation), 

— Comprehensive Employment and Training Act (CETA), 

> 

— Corranunity Development Block Grants (CDBG), and 
. — Title XX Social Services. 

The 1981 legislation and proposals for '<982 have heightened the 
interest of the Congress and others in whether experience under 
the older block grants can prove useful in the congressional 
oversight of the newly established programs. 

The Chairman of the Subcommittee on Oversight of the House 
Committee on Ways and Means asked us to review the five block 
grants listed above and identify information that might be help- 
ful in evaluating current programs. Vfliile the objective tradi- 
t.ionally associated with block grants is to fund broadly defined 
fllinctional areas with the greatest flexibility for grantees and 
the fewest Federal requirements, a review of these five block 
grants shows some diversity among them with regard to what at- 
taining this objective means in practice. 

The Chairman asked us \to examine the legislation and 
evaluations related to- the older block grants to see if experi- 
ence can help inform the current debate. We were asked to answer 
questions related to four issues. The first issue is whether 
the range and type o'f informational and accountability require- 
ments imposed under each of the block grants have been adequate. 
The second issue is whether the poor and other disadvantaged 
groups have received their sWare of services under block grants 
compared to categorical grants\ Under the third issue, we ex- 
amine how administrative costs differ under block grants and 
categoricals. Thte fourth issue concerns the Federal evaluation 
activities — evaluation being one mechanism for achieving account- 
ability — that were implemented for the five programs. J 

WHAT IS A BLOCK GRANT? 

Block^ grants are often contrasted with two other funding 
mechanisms: categorical grants and general revenue sharing. The 
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differences among the three are sometimes clearer in the abstract 
than in the implementation. For the purposes of definition, how- 
ever, can place block grants somewhere between categorical j 
grants and general revenue sharing by the scope of restrictions ( 
or conditions they impose on grant recipients. At the one ex- 
treme, categorical grants provide funding for specialized purpos- 
es and^ narrowly defined activities. Typically, the Federal rple 
in administering- them is active and includes specifying applica- 
tion requirements, negotiating awards, monitoring the progress of 
the funded activities, and evaluating effects. ^ At the other ex- 
treme, general revenue Sharing provides funds to local governments 
for almost any use, i^ncluding initiating new programs, stabilizing 
local taxes, and generally supporting government programs. In 
addition, the Federal Government imposes almost no conditions on 
the recipients beyond requirements to hold proposed -use hearings, 
conduct audits, and comply, with civil rights requirements^ Block 
grants have comparatively fewer constraints than categorical 
grants, but they give recipients narrower latitude than general 
revenue sharing. Overall, however, block grants give recipients 
wide latitude in making administrative arrangements and in choos- 
ing services within a functional area. 

Five features distinguish block grants from other forms of 
assistance . 

1. Federal aid is authorized fot a wide range of activities 
within a broadly defined functional area. 

2. Grantees are allowed considerable discretion in identi- 
fying problems, designing programs, and allocating re- 
sources . 

3. Federally imposed administrative, fiscal , reporting, plan- 
ning, and other requirements are kept to the minimum nec- 
essary to insure that national goals are accomplished. . 

4. The amount of Federal aid a grantee receives is calcu- 

V 

lated from a statutory formula rather than being the de- 
cision of Federal administrators. 

5. The initial recipient of block grant funds is usually 
a general purpose governmental unit, such as a city or 
State. (ACIR, 1977a, p. 6)* 

In practice, it may be difficult to .classify a progreun as 
either a block or a. categorical grant, and the problem is com- 
pounded by some misconceptions. Block grants ^i^e often accom- 
panied by graqt program consolidation and, recently, they have 
been accompanied by reductions in appropriations. Although both 



*Notes to chapters are in appendix IV; interlinear bibliographic 
citations are given in j^ll in the bibliography in appendix V. 
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consolidation and budget reduction have occurred in the block 
grants created by. the Omnibus Budget Reconciliation Act of 1981, 
neither is a lief ining characteristic of block grants. Grant con- 
solidations can combine administrative functions to reduce the 
number of separate programs and give recipients iftore discretion 
than they previously enjoyed. The same features that usually ac- 
company a discretionary grant program — application requirements, 
competitive selection of grantees, little discretion for recipi- 
ents in the program design — usually remain under simple consoli- 
dations. In contrast, block grants redistribute power and auth- 
ority and may or may not be accompanied by a reduction in the 
number of Federal programs. 

Similarly, ' block grants can^Ytave higher or lower appropri- 
ations than their predecessor categorical programs. While the 
block grants enacted in 1981 typically had appropriations cuts 
of the order of 25 percent, most of the earlier block grants 
were enacted with increased appropriations. The term "block 
grant" refers to the manner in which power and decisionmaking 
are distributed, not to the dollar resources that are made 
available. 

GENERAL DESCRIPTIONS OF THE FIVE 
BLOCK GRANTS n 

The five block grant programs that were in existence long 
enough to provide experience useful to current congressional 
needs are listed in table 1 on the next page. The-^Dldest, PHA, 
was established 16 years ago in 1966. The most recent. Title XX 
Social Services, was established in 1975. Four Federal agencies 
administered the five programs. Outlays in fiscal year 1981 ranged 
from a low of $23 million for PHA to a high of $4 billion for CDBG. 
In the following short histories, we describe the establishment 
and subsequent evolution of each of the five programs. 

Partnership for Health Act 

The Partnership for Health Act of 1966 (Public Law 89-749) 
was originally designed to reorganize Federsa categorical 
health programs by consolidating nine grant programs into one. 
The first Hoover Commission had urged health program consolida- 
tion in the 1940 's, and subsequent commissions in intergovern- 
mental relations and iVealth services also supported it. Presi- 
dent Lyndon Johnson criticized the proliferation of^ individual 
categorical grants as rigid, inefficient, and unable to meet the 
Nation's health needs. Earl^r in 1966, he submitted a sweeping . 
legislative program for public health that included a block 
grant for health services. r ' 

Although the States used PHA funds^ to support mental heal^th, 
general health, tuberculosis control, and other public health 
activities, the breadth and goals of PHA coverage were never, 
realized. PHA outlays dropped from $90 million ih fiscal year 
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Table 1 

The Structural- and Fiscal Character istacs 
of the' Five Original Block Grants 




Title XX Social 
Services, 1975 



LEAA 



Program and Federal 
year enacted agency 

Partne(E^hip for HHS 
Health (PHA), 
1966 

Omnibus Crime 
^ Control and 
Safe Streets 
(LEAA), 1968 

Comprehensive 
Employment 
and Training 
(CETA) , 1973 . 

Community 

Develapment 
' Block 'Grants 
(CDBG) , 1974 • 



DOL 



HUD 



HHS 



Services 
provided 

P.ublic 
health 



Law ei^i- 
f or cement , 
criminal 
justice 

Manpower 



Community 
and eco- 
nomic de- 
velopment 



Social 



Categorical 

programs 
consolidated 



17 



Outlays 
$ million 
FY 1981 



23 



316 



2,231 



4,042. 



2,646 



Distribution 
formula 

Population, 

financial 

need 

Population 



Primary 
recipient 

States 



States 



Unemployment , General 

previous year purp.ose 

funding .level , local and 

low income States / 



Population, 
overcrowded 
and old hous- 
ing, poverty, 
population 
growth lag 

Population 



General 
purpose 
local 



Statei^ 



Source: ACIR, Block Grants: A Comparative Analysis (Washington, D.C.: 1977), p. 7, and 

The P artnership for Health Act: Lessons from a Pioneering Block Grant (Washington, 
D.C. : — 1977) , p. 10. FY 1981 outlays from 0MB, Budget of the Government of the 
united States, 1983> Special Analysis H (Washington, D.C. : 1982) , p. 21; figures 
exclude categorical components of CDBG, CETA, and LEAA. See also 88 Stat. 2337. 
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1972 to $23 million in fiscal year 198X. (0MB, 1982, p. 21). 
The reasons for PHA's decline are several. The legislative and 
executive branches disagreed over the extent of Federal require- 
ments and oversight for the program. Was the grant to support 
any public health activity that .a StaVe or a local gbve'rnment ^ 
undertool* or was it to further national public health needs, 
and where fehould the line between the two be drawn? (ACIR, 
1977a, p. 17) ' ^ • ' 

.Moreover, in the early years of PHA, the States resi^tec^ 
the attempts of Federal officials to intervene in grant activi- 
ties In response to congressional concerns about the program. 
Almost all the ec^rly disputes were resolved in favor of the 
States. By 1972, the U.^. Department of Health, Education, .and 
Welfare (HEW, now HHS) decided to eliminate llhe requirements 
for the submission ok State plans. Tl|e Regulations w«ere changed 
to require only State as6urances that a detailed plan had .been 
prepared and met all applicable Federal requirements. (ACIR, 
1977c, pp. 32,. 37) The pertinent congressional committees 
favored greater controls; that the^se controls were 'jiot accepted 
strengthened congressional preference for, enacting new categor- 
ical health grants. The Advisory Commission on Intergovern- 
mental Relations concluded that * * • 

"In summary, the ^failure to achieve an effective 
operational balance between the ^concerns of the 
. states and those of the federal government ulti- 
mately produced a prografa"Vith meager funding, 
only a few really powerful supporters . . . ,'*and 
an uncertain future. In other words, ^state dom-\ 
inance fostered federal disiaterest . " (ACIR, 1977a, 
p. 17) ' 

PHA, which had been renamed Health Incentive .Grants for 
Comprehensive Public Health Services, was abolished with the 
enactment of new block grants in the Omnibus Budget Reconci'li- 
ation Act of 1981, when it was combined with seven other pro- 
grams in the new Preventive Health and Health Services Block 
Grant. 

Omnibus Crime Control and Safe 
Streets Act 

The Omnibus Crime Control and Safe Streets Act of 1968 
(Public Law 90-351) was enacted as a block grant to provide 
decentralized aid to State and local governments for a variety 
of actit^ities that would promote crime control and criminal 
justice system improvement, including assistance to police, 
prosecutor's, courts, corrections, and probation and parole. 
In additron to its block grant titles, the? Act authorized the 
creation of the Law Enforcement Assistance Administration to 
oversee the action programs, and it funded discretionary grants 
and other component programs. President JOhnpon proposed the 



legislation as categorical alcf in the context of heightened 
public concern over the increased crime rates and civil disor- 
ders of 1967 and 1968. The program engendered early contro- i- 
versy, however, when many States and local governments purchased 
ui^needed and sqphisticated^olice equipment. 

As the program evolved under LEAA, the Congress added more> 
and more requirements. Additional provisions were written for 
correctional programs, for example, and a separate juvenile de- 
linquency program was enacted. The mandatory annual comprehen- 
^sive plans that the States submitted for LEAA review and approval 
became more voluminous. This stringency/ however , resulted in 
strong complaints from State program directors that often cen- 
tered on the LEAA guidelines for 'comprehensive plans. They were 
considered by many to be ''restrictive, incomplete, repetitive, 
and overly detailed." (ACIR, 1977a, p. 26) Many felt that the ^ 
plan requirements actually .hindered substantive planning and that 
the plans themselves had becoifte compliance documents rather than 
a means for improving the adminiatration of the criminal justice 
system. ' / 

As the States became more ipipatieht with the* requirements 
of the program, Ijroader Federal attempts to integrate th^ frag- 
mented criminal justice system and so produce a coordinated a 
police-courts -correcl^ions atiiack on, crime were also largely unh 
successful. Rates of reported crime increased periodically. f ' 
There >was frustration in the Congress with continued problems qf 
State administration, while the support ^f Ipcal governments for 
the program Was tempered by their not directly receiving block 
grant funds* from Washington even though they were the dominant pro 
viders of many of the . services . In addit.ion, intense State and 
local rivalries continued. The prograrh lacked a united con3ti- 
tuency. The constant criticisms from all these quarters, com- 
bined with other factors such as persistently high crime rates, * 
so increased LEAA*s vulnerability that it was given no appropri- 
ations after fiscal year 1980. , 

Comprehensive Employment ' ^ 
and Training Act 

^ • 
Since the average unemployment rate was less than 5 percent 
in the last half of the 1960's, the objective of Federal employ- 
ment and training programs was tq aid people who had the greatest 
problems in getting and keeping jobs — the poo^ members of minor- 
ity groups, the young, the in^adequately educated* The Congress 
enacted numerous categorical programs aimed at helping these in- 
dividuals become competitive in the job market. By 1967, respon- 
sibility for these programs was spread across 17 categorical pro- 
grams and several Federal agencies. (ACIR, 1977b, p. 5) Legis- . 
lative proposals for comprehei^ive reform led to enactment 
of the Comprehensive Employment and Trai^iing Act of 1973 (Public 
\ Law 93-203) to coordinate planning and delivery of services for 
the unemployed. (ACIR, 1977b, p. 9) 
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CETA transferrec^ substantial' authority from Federal agencies 
to more than 400 "p%:|ine sponsors," most of which were city and 
countyj governments, with State governments l^eing given authority 
for sparsely populated areas. Prime sponsors were, to design and 
administer flexible system;B pf employment and training services 
•that could match the 'need/ o^ the unemployed with progragpi resour- 
ces. ' with the 1974 econotnic recession, however, CETA*s clientele 
changed. More and more peis^ple lacked not job sKillsfbut simply 
jobs. The Congress respond'ed with appropriations foi additional 
jobs in the public sector by creating a, second CETA l:atego'rical 
program for public service employment. The specif irc designation 
of funds for public service jobs is what leads us ho classify 
these components of CETA as categorical rather than block gra*nts. 

The pressure for creating more jobs^ continued so thaf^ be- 
tween fiscal years 1974 and /977, public service employment ac- 
counted for most of the enormous increases in CETA's total 
appropriations.'. (Mirengoff and Rindler, 1978, -p. ' 19-) Over the. 
years, however, complaints about, fraud and abuse in thfe p^ogf am 
increased. Although various reforms were enacted, the pcblic 
service job programs were .ph,aged out in 1981. Thtfe CETA block 
grant program had barely begua t.o emerge from years of \^ving 
^been overshadowed by the public service jobs programs when 'pro- 
' pcjsals were circulate^d' to replace CETA with some -other ^progrSim. 

Cc^mmunity Development Block Grant * 

The Community Development Block Grant (Public Law 93-383) 
replaced urban renewal, model cities, and four other related 
Categorical programs that had been administered by the Depart- 
ment of Housing" and Urban Development (^HUD). It was enacted 
ami^ a consensus favoring grant reform fpr community development. 
Thfe' Conference of Mayorfe, the National League of Cities, and 
others endorsed the block grant concept before any bill was^in- ^ 
troduced. (Conlan, 1981, p. 9) As of 1981, CDBG funds had been 
authorized for many * activities including housing rehabilitation, 
maintenance^of social service facilities, alnd general public im- 
provements and economic development. Large counties, all central 
cities of met;:opolitan areas, and suburban cities witii popula- 
tions of more than 50,000 are entitled to apply for block grants 
in an amount calculated by formula^ that considered leveis of 
population, housing overcrowding, population growth lag, old 
housing,. and poverty. 

c. • 

' GDBG was the first block grant to completely bypass the 
States in fund allocations.^ Local governments had been the pri- 
mary participants and the m^jor partner witJi HUD in categorical 
programs for community development. Indeed, their strj^ngth in 
this respect may have prevented a battle with State governments 
for control of the block grant funds before CDBG's enactment. 
(ACIR, 1977a, pp. 32, 36; Conlan, 1981, p. 9) Whi}.e no ma^or 
Federal program is without controversy, CDBG has not been given 
the same degree of * cri-^'icism in the. Congress as the four other 
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block grants. This may explain its growth in budget authority 
from $1.8 billion in fiscal year 1976 to $3.7 billion in fiscal 
year 1981. ' 



The Omnibus Budget Reconciliation Act of 1981 created a j 
new block grant from a companion program of discretionary grants 
to small cities tihat is administered by States or, at a State's 
option, by the Federal Government. In another major change, the 
legislation modified the application process. Instead of sub- 
mitting a detailed application that is' subject to comprehensive 
HUD review, the recipient must submit a statement of, among other 
matters, its community development objectives and projected use 
Of funds. The recipient must also mstke certain assurances and 
certifications relative to the use of such funds. Although the^ 
Secretary's role iaa authorizing the. awarding of funds is limited, 
the legislation does provide that the required assurances anid 
cey-tif ications should be made in a manner that is satisfactory 
to the Secretary. 

Title XX Social Services , • • " 

#• 

Title XX of the Social Security Act •'(Public Law 93-647) ^ 
was enacted to provide Federal reimbursement to States for pro- 
viding services to eligible working parents for child care, for 
training disabled adults in rehabilitation centers, for providing 
homemaker help for elderly people living alone, and the like. 
The program began as a block grant to Sta'tes and replaced author- 
izations for services to welfare recipients formerly funded by 
titles IVA and VI of the Social Security Act. Many assisted 
under Title XX also received cash assistance under Aid to Fami- 
lies with Dependent Children and Supplemental Security Income. 

fitle XX was enacted in 1975 partly to help control the 
vast growth of Federal ' spending for social setvices fr6m $282 
million in 1967 to $1.7 billion in 1972.* (Spar, 198X, p. 5) 
Much of this increase was accounted for oy a shift from full 
State 'financing for| institutional programs in mental health and 
retardation, corrections, and some education programs . To control 
these costs, the Congress capped at $2.5 billion the social serv- 
ice titles that were later ^to become Title XX. State ceilings 
calculated from a simple population formula were also established. 
HEW* s efforts to publish regulations for the ceilings and other- 
wise, tighten controls on the expenditure of Federal funds met 
Wideapread adverse reaction from State and local politicians, 
program administrators, advocacy groups, unions, national organi- 
zations, and provider ao^encies. They rallied against the pro- 
posed regulations along with the Congre^ss, which acted twice to 
preveht the promulgation of the regulations. (Slack, 1979, ^ 
pp.' 10-11; Spar, 1981, pp. 6-7) The controversy -culminated 
in the 1975 passage of^itle XX into law. 

T^tle XX was amended and the Social Services Block Grant Act 
was enacted in its place as part of the 1981 legislation. The 
purpose of this block grant is to consolidate Federal funding 





assistance for Title XX Social Services and to increase the flexi- 
bility the States have in using funds. Many requirements that had 
been imposed on States were eliminated by'^ihis legislation, in- 
cluding the specifications that a portion of funds be used for 
services for welfare recipients and that most services be limited 
to families with incomes below 115 percent of their State's median 
income. (U.S. Congress, House, 1981, p. 992) Appropriations 
were reduced from $2.9 billion in fiscal year 1981 to $2/8 bil- 
lion in fiscal year 1982. 

Th.e instability of early - ^ 

block grants - ^ 

^ • . • * 

These short histories show the instability of the original 
block grants. LEAA has been abolished. PHA was^erged into a 
large new block grant The block grant component o£ CETA has an 
uneven h'istory an^d there are pending proposals to^elimitiate it and 
substitute a nelw program. The Title XX Social Services program 
was amended and became the major component of the niew Social 
Services . Block Grant. Only the CDBG entit^.ement program contin- 
ues intact and similar to its original ^orm. 



1981 LEGISLATION AND NEW PROPOSALS 



In 1981, the President proposed six block grant progrL 
consolidating more than 80 separate grant programs. The original 
proposals resembled President Nixon's special revenue sharing pro- 
posals of' 1971' more closely than they did the existing block 
grants. (Barfield, 1981, p. 29; ACIR, 1977a, pp. 4-5) "Special 
revenue sharing" refers to a program with so few Federal strings 
that it falls between general revenue sharing and block grants. 
We de^icribe the requirements of the block grants enacted in the 
Omnibus Budget Reconciliation Act of 1'981 in chapter 2, but we 
summarize their characteristics in -table 2 (on pages 10-11). 1^/ 

In 1982, the Administration plans to propose seven new J^ock 
grants and expand three of those enacted in 1981. 2^/ For the 
longet term, the President proposed iri liis state of the Union 
message a "turnback" program consisting of ^ • 

♦ 

"the r.eturn of some $47 billion in Federal programs to 
State and local government, together with the means to 
finance them and a transition period of nearly 10 years 
to avoid unnecessary disruption." (GSA, 1982, p., 80) 

The States would draw* upon a $28 billion trust fund as they 
assumed responsibility for more than 40 grant programs: 

"Turnback of these programs to States. would be op- 
tional through FY 87. If states elect to withdraw 
from the Federal grant programs before then, their 
trust fund allocations would be treated as super 
revenue sharing and may be used for any purpose." 
( Fact Sheet , 1982, p. 2) 



Table 2 



The Structural ayd Fiscal Characberistics of 1981 Block Grants 



Progrzun 

Conununity 
development * 
' small cities) 



Low Inciome 
Home Energy 
Assistance 



Federal 
agency 

HUD 



HHS 



* First year 
authorization 
Services provided in $ millions 



Housing reh^bili- 
ta|:ion , community 
development 



Energy assistance 



1,082.0 



1,880.0' 



Distribution 
formula { 

Population, over- 
crowded and old 
housing, poverty, 
population growth 
lag 

FY 1981 ratio to 
State under Home 
Energy Assistance 
Act 



Primary 
recipient ' 

States and 
general 
purpose 
local gov- 
ernments 

States 



Effective date ^ 

October 1, 198L 
(state admin- 
istration ' 
continues 
as option) 

October 1, 1981 



Social 
Services 



Elementary 
and Secondary 
Education 



HHS 



Educa- 
tion 



Primary Care iiHS 



Training, day care, 
family planning, 
child abuse, elderly, 
handicapped services 

Education 



Primary health serv- 
ices for medically 
underserved popula- 
tions 



2,400.0 Population 



3,937.0 School-aged popu- 
lation • 



302.5 FY 1982 ratio to 
State for cj^u- 
nity health cen- 
ters 



States 



State and 
local edu- 
cation 
agencies 

States 



October 1, 1981 



July 1, 1982 



October 1, 1982 
(state admin- 
istration 
continues 
as option) 
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(table 2 continued) 



Program 

Alcohol, 
Drug Abuse, 
and Mental 
Health 



Community 
Services 



Maternal, and 
.Child Health 



Preventive 
Health and 
Health 
Services 



Federal* 
agency 

^ HHS 



HHS 



MHS 



HHS 



Source t Omnibus Budget 



<4c 

Services provided 

Alcohol and drug 
abuse prevention 
aiid treatment, men- 
tal health 'services 



Poverty, programs 



Maternal and child 
health services, 
rehabilitation and 
treatment for han- 
dicapped children 

Comprehensive, public 
health and emergency 
medical services, 
education for popu- 
lations at risk 



First year 
authorization 
in $ millions 

491.0 



389.0 



373.0 



95.0 



Distribution 
formula 

FY 1981 ratio to 
State for mental 
health, FY 1980 
for alcohol and 
drug abuse 

FY 1981 ratio to 
State under Equal 
Opportunity Act 

FY 1981 rati-gr to 
State for consol- 
idated programs 



FY 1981 ratio to 
State for 8 cate- 
gorical" programs , 
State population 



Reconciliation Act of 1981, Public Law 97-35. 



P^mary 
recipient Effective date 



States 



States 



States , 



States 



Optional in 
FY 1982 



Optional in 
FY 1982 



Optional in 
FY 1982 



Optional in 
FY 1982 
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One official,' speaking for the "new federalism" of the 
Administration, sumijiarized the overall direction of these 
proposals as follov/s: 

"The existing and proposed block grants are part of 
a logical progression from a federally dominated 
categorical grant-in-aid system to the State oriented 
system proposed under the New Federalism. . . . Block 
grants are a mid-v^ay point in this necessary , transfer 
of au^.hority and responsibility from the Federal Gov- 
ernment' to the States." \j 

OBJECTIVES, SCOPE, 
AND METHODOLOGY 

The original block grants and those enacted in 198J. provi- 
ded the material we analyzed in the four issue areas specified 
in meetings with the staff of the Subcommittee on Oversight of 
the House Committee on Ways and Means. (We have reprinted the 
original request in appendix I.) The areas we examined derived 
from the following questions: 

1. How has block grant legislation attempted to balance 
the competing goals of flexibility and accountability? 

* 2. Have the pQor and members of other disadvantaged groups 
been served equally under block grants and categorical 
programs? 

S.'^Have there been savings in administrative costs under 
block grants compared to categorical grants? 

4. What are the extent and the nature of evaluative 
information available to the Congress under block 
grants? 

One method we used to address these issues is the evaluation 
synthesis, in which existing evaluation studies are assembled, 
their results synthesized, and their methodologies assessed. 
The evaluations thus serve as our data base for addressing the 
specific congressional questions we were asked. In performing 
this synthesis, we^ limited our literature review to reports^ 
studies, and data sources that are national in scope. These in- 
cluded evaluations prepared by GAO and other Federal agencies and 
by nongovernmental sources. Where necessary, we supplemented 
and confirmed the evaluation data through agency officials 
responsible for administering the programs. We used the synthesis 
technique to address the questions on targeting to disadvantaged 
groups and on adipinistrative costs, and we discuss the criteria 
we used for selecting, analyzing, and reporting on these studies 
briefly in^ the pertinent chapters. Our discussion of data qual- 
ity and othej: technical issues is in appendixes II and III and 
In the notes in appendix IV. 
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We analyzed the legislative provisions an/fl the FederaJ. reg- 
ulations for the older and the newly created" block grants and 
present the results of this analysis- in chapter 2 in our discus- 
sion of accountability requirements. However, we made no at- 
tempt to verify the degree of compliance with these provisions 
at the State and local levels. 

conducted interviews with directors of Federal units 
responsible for evaluating block grant programs and withothers 
who are also knowledgeable about the programs' operations and 
evaluations. For block grants for which there was more than one 
evaluation office, we interviewed at least the officials at the 
unit with the largest budget and the clearest- mandate for evalu- 
ation. Our reliance on interview data is heaviest in chapter 5 
in our discussion of Federal block grant eva]?liations . 4/ 

There are two major limitations to our methodology. First, 
changes under way in the 1980's, if they persist, could lead to 
experiences under the block grant programs that are totally dif- 
ferent from earlier experience. For example, increasing economic 
constraints and fiscal conservatism could increase the pressure 
for a reduction in Federal recfuirements . Second, relying on a 
universe of only five early block grant programs provides no firm 
basis from which to draw conclusions. There is, however, no rea- 
son to assume that the conditions that influenced the earlier 
programs will not be as important in the 1980 's or that experience 
under the five programs does not reflect either the' realities of 
implementation or those of Federal accountability. . _ 

SUMMARY 

Extensive interest in the block grant mechanism is evidenced 
by the recent consolidation of more than 50 categorical and 2 
former blQck* grahts into 9 new block grant programs. Since the 
Congress exercises oversight of these programs, any information 
on problems or key issues relevant to block grant implementation 
and administration is useful. 

In chapter 2, we look at the issue of the legislative 
requirements imposed in enacted block grants. These issues de- 
rive from the need to have minimal provisions constraining flex- 
ibility and, at the same time, to insure that measures exist for 
documenting what the expenditure of public funds is accomplishing. 
We discuss how these requirements have been imposed, what changes 
have occurred in them over time, and the problems of drawing in- 
ferences from experience for understanding the way the new block 
grants might operate. 

In chapter 3, we look at whether people who are poor or 
members of minority groups receive their share of services 
under block grants. We attempt to answer whether block grants 
have been equitable, compared to categorical grants, in serving 
specially identified groups. We examine the three older block 
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grants,. Which were intended, at least in part, to target serv-' 
ices^ and we relate our findings to' new block grants. 

In chapter 4, we are concerned with the assumption that 
block grants, intended to have fewer Federal requirements, have, 
as a result, lower administrative costs. This argument was used 
in part to justify budget reductions . when th^ new block grants 
were es^tablished by the 1981 Omnibus BiTdget Reconciliation hct\ 

In chapter 5, we examine the Federal approach to evaluating 
the block grant programs. We explore the nature and extent of 
Federal evaluation under each of the five original block grants. 
We present our conclusions in chapter 6 and respond to agency 
comments to a draft of this report there and in appendix VI. 
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^ CHAPTER 2 
HOW HAS BLOCK 'grant LEGISLATION 

4 

ATTEMPTED TO BALANCE THE COMPETING GOALS 

OF FLEXIBILITY AND ACCOUNTABILITY? ' - 

« * ' 

Social goals of ten compete with one another. This was 
evident in the jDlock grants enacted before 1981, when the Con- 
gress and Federal agencies sought to balance two concerns in de- 
signing and operating social programs: how to maintain grantees' 
flexibility and how to insure that Federal funds would be spent 
to promote social and fiscal accountability. 

The term accountability" is used in this report to signify 
the responsibility of grantees to the Congress and Federal agen- 
cies for the proper expenditure of Federal dollars as well as 
their responsibility for implementing programs effectively. V* 
Accountability can exist at many levels. While accountability 
at the State level and accountability at the local level are 
equally important concerns, we concentrate on the grantees' re- 
sponsibility to the Federal Government because this had in- the 
past been an area of congressiofial interest. 

<jSe tools Qf accountability are several; researchers have . 
identified 18 accotintability mechanisms that are applicable to 
block grants. They vary in burden from sel f- reports , through a 
national uniform* reporting system, to nationwide but indepen- 
dently conducted evaluations. In addition, restrictions on 
grantees* expenditures can serve to channel funds into activities 
supportive of . national' concerns . These formal provisions may 
differ from grant to grant, depending on the expectations and 
priorities of the Congress and the administration. (Chelimsky, 
1981, pp. 112-17) ^ ' Y 

Our objective in th£s chapter is to- identify h*ow t;he competing 
goals of accountabilityvfor Federal dollars and flexibility for 
grantees have been addressed^ in the five block grants CDBG, CETA, 
LEAA, PHA, and Title XX. We focus on legislative provisions and 
, Federal regu;iations directed toward the grantees in four areas of 
accountability : planning, expenditures, recordJcQ^ping and report- 
ing^ ani? auditing., We derived these categories directly from the 
legislation.. 

• ' In .the first part of the chapter, we summarize initial 
legislative provisions as well as changes over time in the nature 
and the extent of. legislative and regulatory requirements. Later 
in the chapter, we contrast the requirements with the accounta- 
bility provisions of the block grants that were created by the 



*Notes. are in appendix IV. 
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1981 Omnibus Budget Reconciliation Act. We did not attempt to 
assess the degree of Federal enforcement of or State compliance 
with any given accountability requirement. We conclude with 
observations on accountability under the new block grants, 

PLANNING REQUIREMENTS UNDER 

BLOCK. GRANTS BEFORE 1981 ' ^ 

initial legislation for all five of the early block grant 
programs required grantees to submit annual plans that described 
proposed strategies and activities. As accountability mecha- 
nisms, plans insure the maintenance of national objectives 
across grantees by requiring explicit statements of policy and 
objectives. (Chelimsky, 1981, p. 113) Plans ^nd the administra- 
tive mechanisms that accompany them are also a means by which Fed- 
eral agencies may review and influence a program's implementing 
and operating procedures. 

In table 3, we haue- listed some of the general types of 
planning required of grantees, under the authorizing legislation 
.for the pre-1981 block grants. Each category encompasses a num- 
ber of individual legislative provisions. ' The individual re- 
quirements differed in specificity and in the burden they placed 
on grantees. For example, PHA's planned-use report provisions * 
were very general, consisting of little more than a description 
of the agreements grantees needed to make if they were to 
receive funds. In contrast, the CDBG legislation contained 
detailejd provisions for the housing assistance planning document. 
These^equired a survey of existing housing stock and the houldng 
nee^ of low-incom^ families, a specification of annual goals 5or 
the number of individuals who would be assisted, ajDd_an iflentif i- 
cation of the locations of proposed low-income housing^rojects . 

In addition to these planning report requirements, the en- 
abling legislation of early block grants usually contained other 
provisions, such as for 

— comprehensive plans, summarizing other gener«al activities 
of the grantee in the area of th^ gf^nt and their link 
. to blocfk grant activities, alternative sources of 
funding, or the use of those funds for long-term 
goals and activities; 

— nee^s assessments, surveying current conditions or services 
in communities or analyzing what. needs were not being met 
and how program activities would address them; 

— development of performance standards, specifying in vary- 
ing degrees the criteria for determining the success of 
program activities in meeting community needs; 

— assurances of compliance with programmatic rjequirements 
or with more general Federal requirements, such as EEO 
provisions; and 
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Table '3 





m 


Initial Legislation a/ 






PHA 1966 


LEAA 1968 


CETA 1973 


CDBG 1974 


Title XX 


Planned— use reports 


ves 


yes 


yes 


yes 


x 

yes 


Comprehensive plans* 

• 


y w D 


yes 


yes 


yes 


yes 


Needs assessment 




yes 


yes 


yes 


yes 


Development of performance 
standards 


yes 


« 


yes 


yes 


• 


Assurances of compliance * 


yes 


yes 


yes 


yes' 


yes 


Other components 




yes 


yes . 


yes 


yes 


Planning councils 




yes 


yes 


/ 




Agency approval of plan 


yes 


yes 


yes 


yes 


yes 


Citizen participation 






yes 


yes 


yes 



a/In this table, we sujiunarize only titles in. the authorizing legislation that apply 
to the programs we defined as block grants in chapter 1 or general provisions that 
apply to the block grant titles. We exclude planning requirements that pertain to 
other titles or programs not meeting our definition m chapter 1. 

b/Under Title XX, grantees were required to submit two types of plan, one focusing 
on the substance of planned activities and the other oi) administrative matters. 
Agency approval was confined to the latter. 
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— other cnomponents, some of which could be quite 
, ext'ensive, including reports on progress^ plans for > 
citizen participation, and detailed plans outlining 
activities in specific areas of grant activity. 

Grantees for all five of these block grants were initially 
required to submit some type of planning report or application, 
comprehensive plans, and assurances of compliance with statutor^y 
.requirements. The CDBG and CETA planning provisions were the 
most extensive, requiring needs assessments, development of per- 
foxnnance standards, citizen participation in the planning process,* 
and other planning components. 

In the LEAA legislation, an effort had been made to ease the* 
financial burden such planning requirements would impose on gran- 
tees. The 1968 Omnibus Crime Control and Safe Streets Act auth- 
orized States to make at least 40 percent of State planning agency" 
funds available to local governments or combinations of govern- 
ments for participating in the development of the State cor»pre- 
hensive plan. 2_/ 

While the enabling legislation for all five block grants 
gave the Secretary of the pertinent administering Federal agency 
the authority to approve grantee plans, this role was cir'cum- 
scribed for all five grants, each grant having its own specific 
limits. Generally, the administering Federal agencies approved 
plans if th^ documents conformed to the statutory requirements 
and contained the appropriate assurances. The Title XX legisla- 
tion, <for example, prohibited the Secretary of^HEW from with- 
holding payment from grantees on the gtounds tfiat their activi- 
ties were not services or directed toward tjie program's legisla- 
tive goals. Moreover, problems in the planning documeat rarely 
led to a loss of funding. In LEAA's early y^ears, for example, 
the agency was irfterested in continuing the 'flow of Federal funds 
into the different regions and sometimes approved plans even 
though they had major deficiencies. (ACllR, 1977d, p. 69) 

Changes in planning requirements 
of the pre-1881 block grants 
over time 

Over time, the predominant pattern of change for three of 
the five grants (CDBG, CETA, and LEAA) was an increase in the 
number and scope of planning requirements through either amend- 
ments or regulations. These included additional plans, more 
information about planned activities, strategies for addressing 
problems in particular content areas / and an expansion of the 
role of various groups infthe planning process. 

The increase in LEAA's planning requirements illustrates 
this change. The growth in LEAA's requirements was in patt 
a byproduct of the expansion of the program's functional re- 
sponsibilities. Amendments in 1971, for example, required States 
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to describe in their comprehensive plans their efforts to allo- 
cate assistance in areas having high crime rates and extensive 
law enforcement activities. States seeking to apply for grants 
for correctional facilities and institutions were also required 
to submit these descriptions as part of the State plan. Amend- 
ments in 1976 mandated specific improvements in the court system 
and called for a separate judicial plan*. 

CDBG also . underwent changes in its planning provisions. 
Additional requirements imposed through amendments and regula- 
tii^ns included provisions for a multiyear housing assistance plan 
in addition to the annual plan already required / statements of 
multiyear strategies in particular areas of assistance (economic 
development, neighborhood revitalization , and so on), and plans 
outlining activities to insure citizen pa^-ticipation. (Dommel,, 
1980, pp. 9, 25-29) The size of the CDBG plan grew from its 
average length of 50 pages in fiscal ye^r 1975 to as large as 350 
pages in fiscal year 1979. (HUD, 19^pKp. 3, and 1980, p. XIII-8) 

Changes in CETA* s planning requirements usually took the 
form of refinements in earlier requirements. For example, the 
needs assessment provisions in the 1973 legislation specified 
that prime sponsor planning councils would conduct "continuing 
analyses of needs for employment, training, apd related serv- 
ices . . . (Pub. L. No. 93-203, sec. 104) By 1978, the 
councils were required to conduct 

"(A) a detailed analysis of the area to be served in- 
cluding geographic and demographic characteristics of 
significant segments of the population to be served 
(with data indicating the number of potential eligible 

'participants and their inccfeie and employment status), 
and (B)'^a comt)rehensive labor market analysis and as- 

\sessment of the economic conditions in the area, iden- 
tifying the availability of employment and training in 
various public and private labor market sectors in 
such area and .the potential for job growth in suCh 
sectors . . ; (Fub. L. No. 95-524, sec. 103(a)(1)) 

Increases in planning requirements for Title XX were con- 
siderably fewer than for the three other grants. Amendments 
to its authorizing legislation required States to set standards 
for the facilities in which recipients of Supplegientary Security 
Income (SSI) lived and to report these standards in their com- 
prehensive annual services plans. Beginning in fiscal year 1982, 
grantees were expected to submit annual training plans, but this 
was never implemented. 

In* addition to imposing more planning req^uirements, later 
amendments to CDBG, CETA, and LEAA gave administering Federal 
agencies a greater role in the approval of plans. In contrast 
to their fairly circumscribed review of planning documents in the 
early years of the programs, agency officials began to review the 



adequacy with^hich grantees' activities addressed program goals 
and the needs of target\ populations 1, CDGB and CETA officials 
also became more adverse to releasing funds before revision^ to 
planning documents had been made. 

As the burden of planning requirements increased, efforts 
were made under CDBG, CETA, and Title XX to simplify other as- 
pects of grantees' planning. Amendments to CETA in 1978 elimi- 
nated the comprehensive annual plans for each CETA title/ sub- 
stituting a single multiyear master plan and annual updates. 
The Title XX legislation was also amended in 1980 to peignit 
States to submit multiyear service plans. Title XX planning 
regulations further simplified planning activities. 

In contrast to the increase in the scope of planning ac- 
tivities under CDBG, CETA, and LEAA, requirements for PHA re- 
mained stable over time. A simplified State plan review system 
was introduced in 1972 regulations that required grantees to sub 
mit not the plan itself but a form certifying that all documents 
required for a plan were on file in State offices. (Shikles and 
Kruegor, 1975, pp. 11-12) i 

FEDERAL RESTRICTIONS ON GRANTEES' ^ 
EXPENDITURES IN BLOCK GRANTS 
BEFORE 1981 

By means of programmatic requirements, the Congress and ad- 
ministering Federal agencies can exercise direct influence on 
the spending of grant funds to insure consistency with national 
objectives. Such provisions affect a significant area of the 
grantees' flexibility — their control over the distribution of 
funds. 

As can be seen in table 4, some federally imposed spending 
restrictions are grant-specific and influence the nature and con 
tent of program activities directly. These include 

— the specification of eligible and ineligible activi- 
ties for funding wi/:hin the general context of the grant, 

— the designation 6k intended beneficiaries of or target 
populations for grant funds, 

— the statutory imposition of ceilings on certain cate-' 
gories of expenditure, 

— the specification of funding objectives for certain 
functions (otherwise known as statutorily "earmarked" 
funding provisions that designate specific amounts 
for a given activity) , and 

— the establishment of "passthrough" requirements, under 
which State grantees must pass some percentage of grant 
funds on to other designated subgrantees. 
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T£ible 4' 



Restrictions on Grantees* Expenditures Imposed 
in Initial Legislation a/ 



Limits on eligible 
and ineligible 
activities 

Target populations 

Ceilings on expendi- 
ture categories 

Funding objectives 
for specific activ- 
ities (earmarks) 

Passthroughs 

Matching 

Mai ntenance-of -effort 
Nonsupplant 



PHA 1966 



yes 



b/ 



yes 



yes 



yes 



LEAA 1968 CETA 1973 CDBG 1974 Title XX 1975 



yes 

yes 
yes 

yes 
yes 

yes 



yes 



yes c/ 



yes 



yes c/ 



yes 



yes 



yes c/ 



yes 



yes 
yes 



yes 



£/In this table, we summarize only titles in the authorizing legislation that apply 
to the programs we defined as block grants in chapter 1 and general provisions in 
the legislation that apply to the block grant titles. We exclude requirements that 
pertain to other titles or programs not meeting this definition. 

b/The services funded under this grant benefit communities generally but do not spec- 
ify that certain subpopulations receive specific services. 

£/This block grant uses low income and other factors as criteria in targeting services. 
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Other Federal 'spending restrictions are designed to preserve 
supplemental role of Federal funding, and their wording var- 
14ttle from grant to grant. These include 

. — matching requirements, under which grantees contribute 
a specific amount of funds or resources directly for 
program activities. 




cations that grantees 
past level of program 



— maintenance-of-ef fort speci 
maintain the current or som 
expenditures, and 

— "nonsupplant" provisions rqfJQiring grantees to use 
•Federal money to supplement non-Federal sources and 
not to substitute for those funds. 

In table 4, we have summarized the restrictions on grantees' 
expenditures imposed by the initial legislation for the five 
block grants. 3/ Grant-specific restrictions tended to outnumber 
generic restrictions. All five grants constrained the activities' 
to be supported with block grant funds, and three grants desig- 
nated specific funding levels for certain activities. The major- 
ity also targeted specific populations for services. The more 
generic restrictions were fewer in number but all five grants 
contained either a maintenance-of-ef fort or a nonsupplant provi- 
sion . 

Changes in restrictions on funding . 
in the pre-1981 block grants 
over time 

As the legislative and "regulatory requirements changed, CDBG, 
CETTA, and LEAA tended to specify in increasing detail how funds 
should be spent. Over time, these three grants- began to take on 
some of the appearance of categorical programs, but this gradual 
recategorizatj.on took a number of forms. In some instances, the 
Congress added provisions to the grant legislation that required 
grantees to address activity areas or beneficiary categories with 
high national priority. In addition, new categorical programs 
were created and added to the grants' enabling legisla»tion. 4/ 
The Congress also designated more frequently the specific amounts 
of funding for qertain program activities. The administering 
Federal agencies placed further limits on grantee^ activities 
by means of regulations intended to improve program operations, 
such as tightened eligitTtlity requirements for program benefioi^ 
aries. The end effect was to reduce the spending discretion of 
the grantees. . • • 

Recategorization and the cotresponding restrictions on 
grantees' flexibility were most apparent in LEAA but occurred ' 
also, if to lesser degrees, in CDBG and CETA. Amendments were 
passed in 1971 and 1974 to the Safe Streets Act that provided 
funds for correctional institutions and" facilities, juvenile 
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justice programs, and community crime prevention activities. The 
first two activities were established as separate formula programs 
funded under the same title as the block grants; the last was 
intended as a priority area within the block grant itself. In 
addition., to be, eligible for financial aid for correctional in- 
stitutions and facilities, a grantee had to certify that it would 
maintain the level o^ its fiscal year ^1972 block grant funding 
for such programftr-^AClR, 1977a, p.- 19) Recategorization of 
•the LEAA block grant culminated • in 1979 with the passage of the 
Justice System Improvements Act, which identified' 23 categories 
of activity eligible for block grant funding. 

Amendments to the CETA legislation restri^^ed certain admin- 
istrative expenditures, identified target populations in greater 
Jetail, tightened beneficiary eligibility criteria, and added 
5,wo formula grant programs. The 1978 ^amendment required grantees 
ta specify in some detail how they planned to^ serve the special 
needs of young people, older workers, and recipients of j5ublic 
assistance. It also limited participation in block grant pro- j 
gr^ms for the economically disadvantaged to individuals who were 
both disadvantaged and unemployed, underemployed,, or in school. 
The amendment set 20 percent ceilings on administrative costs, 
reaffirming an earlier U.S. Department of Labor policy that en- 
couraged grantees to keep administr^ative costs to a minimum. 
Finally, the amendments created two formula programs within the 
context of the CETA legislation: the countercyclical employment 
program and the private sector opportunities program. 

HUD regulatory and policy initiatives led to much of the 
increase 'in Federal involvement in.CDBG operations. Over time, 
iiUD regulations raised the priority of social and geographic 
targeting. Under 1978 regulations, activities identified as 
serving low- income moderate- inc?ome recipients had to meet the 
test of "principally benefiting" -those recipients, either by con- 
fining^ eligibility to t'hjLn or by insuring that the majority of 
the benefits would go to^hem. In addition, 1978 regulations 
favored the concentration of physical development activities in 
deteriorating neighborhoods over th.eir dTspei^sal across a geogra- 
phic area." (Dommel, 1980 , pp. 20, 26) 

Amendments to CDBG in 1979 gave further specificity to the 
definition of eligible activities by adding economic development 
as a program objective. At the same time, the Congress created 
a separate grant program (the Urban Development Action Grant) 
under the same title as the block grant as a means of targeting 
more Federal money to severely distressed cities. 

In contrast to CDBG, CETA, and LEAA, Title XX was character- 
ized by action that iQosened Federal spending restrictions. 
For example, 1976^iiftegulations relaxed the restrictions on 
expenditures foi room and board for alcohol and drug abusers. 
The 1976 amendmentS|made available an additional $200 million 
for child day care services that required no matching from 
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grantees. Other legislation waived individual income tests for 
eligibility for services in certain cases, substituting a more 
general and geographically based requirement, 

PHA changed little , although there was some movement toward 
recategorization in its first amendments, requiring expenditures 
for direct services and evaluation in 1967 and a drug abuse pro- 
gram in 1970. In the later years of the program, however, the 
Congress did not pass additional programmatic requirements for 
the PHA block grant, nor did HEW become more active in its ad- 
ministration. 5/ This halt in recategorization was more a sigrt 
of the lack of congressional and' agency interest in th^ block 
grant than of their interest in maintaining grantees' flexibility. 
(ACIR, 1977a, p. 17) Apprdpriajtions for the program remained 
constant after fiscal year 1970 and more than 20 categorical 
health programs were legislated outside this grant. 

RECORDKEEPING AND REPOSING REQUIREMENTS 
FOR BLOCK GRANTS BEFORE 1981 

Block grant provisions for recordkeeping and reporting re- 
quire grantees to document certain aspects of program operations 
and to draw on this documentation in administering the program h 
and in reporting to the administering Federal agencies. Record- 
keeping and reporting provisions facilitate the review of -per- 
formance and help determine whether grantees fulfill national 
^ local objectives. (Chelimsky, 1981, pp. 114, 116) Record- 
keeping and reporting are also preliminary to program audits 
and evaluations. 

\ a, 

The contents o f records 

— * 

In table 5, we summarize the recordkeeping requirements 
under the initial legislation for the five block grants. The 
initial statutory provisions specified that Federal agencies 
requi-re grantees to document all or any of the following: 
their progress toward meeting objectives, how they carried 
out program activities, whether they reached eligible populations , 
how they accounted for expenditures and copts, what financial 
transactions they conducted, and what the experiences of par- 
ticipants were after they completed the program. In some cases. 
Federal agencies directed grantees to record and report on the • 
performance of subgrantees. The initial statutory provisions 
concerning recordkeeping for PHA were minimal while for CDBG and 
CETA they were ex tensive . \^^PHA required States to keep whatever 
records the Surgeon General chose to require. CETA required 
grantees to keep records on program activities, program expendi- 
tures, recipient populations, and participant experiences after 
completion of the program. 

Amendments and agency actions established comparable record- 
keeping activities for several block graVjts. For example, all 
five were eventually required to provide information^on activi- 
ties, expenditures, and progress toward objectives. CDBG, CETA, 



4 I 24 



Table 5 



Categories of Grantees' Recordkeeping Responsibilities 
Imposed in Initial Legislation a/ ' ' 



PHA 1966 LEAA 1968 CETA 1973 CDBG 1974 Title XX 1975 



General statement 

Progress toward 
objectives and 
standards 

Activities 

Recipient popu- 
lations 

Expenditures and 
costs 

Participants* ex- 
periences after 
completing the 
program 



X 

^x 




a/For some categories, recordkeeping responsibilities are inferred from ^^!]^OFting 
responsibilities • 



groups and on adndnistrative costs, and we discuss the criteria 
we used for selecting, analyzing, and reporting on these studies 
briefly in^ the pertinent chapters. Our discussion of data qual- 
ity and othdj: technical issues is in appendixes II and III and 
In the notes in appendix IV. 
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Table 5 



Categories of Grantees' Recordkeeping Responsibilities 
Imposed in Initial Legislation a/ ' 



PHA 1966 LEAA 1968 CETA 1973 CDBG 1974 Title XX 1975 



General statement 

Progress toward 
objectives and 
standards 

Activities 

Recipient popu- 
lations 

Expenditures and 
costs 

Participants' ex- 
periences after 
completing the 
program 



X 

'X 




a/For some categories, recordkeeping responsibilities are inferred from ^^OFting 
responsibilities . 



and Title XX were required to monitor the recipient populations. 
The requirements under certain recordkeeping and data collection 
categories also became more detailed for some of the grants. For 
example, CETA's initial statutory provisions for monitoring the 
participants' experiences stated that grantees should collect 
data on demographic characteristics and the 

"duration in training and employment situations, 
including information on the duration of employ- 
ment of program participants for at least a year 
following the termination of Federally assisted 
programs . . . ." (Pub. L. No. 93-203, sec. 313(b) 
(2)) 

'The 1980 regulations required grantees to collect information 
on the status of participants after they entered unsubsidized 
employment and to retain on file participajat ' s records for five 
years after their .enrollment in the program. 

Reporting frequency ** 

The initial legislation for all but five grants required 
grantees to submit reports to the administeri/ng Federal agencies. 
The CDBG legislation specified that these reports had to be sub- 
mitted annually. Early regulations for the grants specified re- 
port contents and frequency in more detail. For example, the 
social Services Reporting Requirements were issued to coincide 
with the effective date of the Title XX program. (One America, 
1980, pp. 19-20) These required the States to collect comparable 
data'on recipients, services, and costs, among other things, 
and report them both quarterly and annually. Regulations for 
CETA in 1974 called for quarterly reports on program progress 
and participant characteristics and monthly reports on cash 
transactions. ' ^ 

The number of reporting requirements for all block grants 
increased over time. Provisions for annual "reports were added 
to CETA and PHA. Four of the five block grants eventually re- 
quired grantees to report some kinds of program data in a uni- 
form format. In LEAA's case, the additional reporting require- 
ments led grantees to require more reports from subgrantees. 6/ 

GRANTEES' AUDIT REQUIREMENTS UNDER 
BLOCK GRANTS BEFORE 1981 ~ 

Audits have traditionally been one of the strongest tools 

the Federal Government has for insuring its accountability for 

achieving a program's integrity, efficiency, and national 

objectives. (Chelimsky, 1981, p. 115) 

The initial legislation for all five block grants authorized 
Federal agencies to conduct audits, but only CETA specifically 
gave this responsibility to grantees. Some of these legislative 
provisions were very general in their language; CETA, LEAA, PHA, 



ERIC 



and Title XX authorized Federal agencies to have access to rrecords 
and to conduct investigations- for program oversight. Others were 
specific; CDBG Required HUD to conduct annual audits,^ while CB^TA 
required recipients of block igrant funds to maintain procedures 
that would insure a proper- accotqiting. of fund-s. 

While legislation gave Federal agencies general responsi- 
bility for audits, agenqy regulations for CDBG, CETA/ and LEAA 
specifically provided for audits by grantees. For example, HUD 
required grantees to make independent audits at least^on.ce every., 
two years. CETA regulations in ^980 directed prime sponsors to 
set up monitoring units to make periodic audits of program re- 
6ords. OMB circulars during the period also required indejiendent 
audits of grantees. ' ^ ^ ' 

Before 1980, we and others issued several reports' that 
disclosed problems in achieving effective audit coverage of Fed- 
eral grant programs. Some programs had been audited repeatedly 
while others had received little or no coverage, in October 1979, 
OMB issued an amendment to one of its circulars meant to* correct 
these conditions. While there has been some improvement, 
much needs be done. To address this situation, we are working 
with the Federal, State, and local governments and the public ^ 
accounting-audit community to develop, new approaches' that will 
insure effective and efficient audit coverage^ 

WHAT PLANNING, SPENDING, AND REPORTING. 
REQUIREMENTS HAVE BEEN IMPOSED ' ' 
BY THE NEW BLOCK GRANTS? 

The new block grants differ from the older grants by imposirtg 
certain generic categories of accountability more- consistently. 
In table 6 on the next" page, we show how the nine new block grants 
compare in the general types of requirement we have described 
for CDBG, CETA, LEAA, PHA, and Title XX. As in our analysis 
earlier in thi^ chapter, these categorie»s summarize requirements 
that can and do vary in both number and severity, depending on 
the grant. The table reveals that the 1931 block grants have a 
number of planning, reporting, and auditing requirements in com- 
mon. In some cases, this has been accomplished through -general 
provisions that apply to a set of block grants; in others, com- 
parable provisions have Jbeen written into the enabling legisla- 
tion of the individual grants. All nine grants require grantees 
to submit plans for how they will use the funds they receive, to, 
assess- their needs, and to provide for certain forms of citizen 
participation. The majority also require grantees to make speci*- 
fic assurances that they w'ill comply with statutory requirements , 
and to report on their activities, recipients, expenditures, and 
progress toward meeting program goals. ^ 

The new grants also shafe several types of restriction on 
expenditures. All include at least a general description of eli- 
gible and ineligible activities and identify program beneficiary 
categories* The majority set statutory ceilings on expenditures 
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Table 6 



Granteei' Planning, Spending, Reporting, and Auditing Provi»ion» 
in the Omnibus Reconciliation- Act for Nine BlocX Grant» a/ 



Community 
Development Low Income 
(small Home Energy 



Planning 

Planned-use reports 
Comprehensive plans 
Needs assessments 

E)evelopment of per- 
formance standards 
Assurances of com- 
pliance 
Planning councils 
Agency approvals 
Citizen participa- 
tion 



cities) 



X d/ 

X 



Assistance Services 



X 

b/ 



Elementary and. 
Social Secondary 
Education 



. X c/ 



Alcohol, Drug Preventive 
Primary Abuse, and Community Maternal and Health and 
Care Mental Health Services Child Health Health Services 



X d/ 

X 



X d/ 
X 



X d/ 
X 



to 

00 



At 



Restrictions on 
expen<litures 

Limits on eligible x 
and ineligible 
activities 

Target populations x e/ 

Ceilings on expend- x 
itures f/ 

Funding objectives 
for specific func- 
tions (earmark) 

Passthroughs 3/ 

Matching x 

Mainteaance-of- 
effort 

Nonsupplant 

Reporting 

Prqgresp toward x 

objectives 
Activities X 
Recipient popula- x 

tions 

Expenditures and x 
costs 

Participant out- 
comes j^/ 

Subgrantee perfdr-* 
mance k/ 

Audits conducted _ x 
by grantee 



X e/ 

X 



V, 

i/ 



X e/ 

X 



X 

X h/ 

X 



X 1/ 



X e/ 



X e/ 

X 



X e/ 

X 
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(notes to table 6) 



Sourest 



ibus Bud^t Reconciliation Act of 1981, Public Law 97-35; United States Congress, House ot Representatives, Omnibus 
Budget Reconciliation Act of 1981, Conference Re^rt 97-208, BooK 2 (Washington, D.C.i U.S. Government Printing Office, 
1981} . 

a/Fsdersf agencies are also subject to certain accountability requirements in the Omnibus Budget Reconciliation Act. For .one ex- 
ample, the Low Income Home Energy Assistance Grant requires that the Secretary of HHS maXs annual reports to the Congress on 
energy consumption and the number and income levels of the households assisted by the grant. For another, the four health block 
grants specify that -the Secretary of HHS must rep#rt on grantees* 'performance in FY 1983. ^ 

b/The legislation directs the Secretary of HHS to develop performance criteria that might te used in State evaluations, h^t it does 
not require the States to use such standards. 0 

c/The legislation mandates governor -appointed advisory councils whose functiorls include, airong a number of activities, giving ad- 
vice on planning. ^ /' * 

d/Only t)^se four grants s/ecifically describe the Federal role in approving applications. Under all other grants, funding applica- 

~ tions must be reviewed by the administering agency but the nature of the /review process is not always described. For three health 
grants and the Community Services and Low Income Home Energy Assistance grants, the Secretary of HHS must review applications to 
see whether they contain all the assurances required by statute but may not prescribe the manner by which States comply with these 
assurances . ^ 

e/These six block grants are either targeted specifically toward or include among their target populations low-income people. 

^/Includes caps on administrative costs and ceilings on expenditures for certain services. 

£/Passthrough provisions permit the States to pass on a percentage of funds up to a statutocily specified figure to subgrantees 
who receive funding under categorical consolidations. The legislation generally does not provide that States allot a fixed per- 
centage of these funds to subgrantees. The one exception is the Primary Care Grant for FY 1982. Most of the passthrough pro- 
visions apply through FY 1984. 

h/The Secretary of Eductition may waive this requireme^nt for one fiscal year only^ 

T/The Secretary of HHS is required to collect data in these categories and use them in preparing annual reporti to the Congress. 

J^/The reporting provisions in the legislation for the 1981 block grants, unlike those for CETA, do not specifically require that 
th^r States track individual program benef iciariea but they do not proscribe it. 

K/This information would be collected in the context of an effectiveness evaluation of a subgrantee's perfbrmance. The legisl^ 
tion requires States to conduct such evaluations but does not specify at what intervals. Hence, information on the performance 
may not be collected annually. >^ 

1/The secretary of Education has proposed regulations that apply title XVII audit provisionf, to this block grant. 
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for certain matt>6rs, the most conmion being a limit on 
administrative costs that can be funded with block grant money* 
Five require that grantees pass a percentage of funding on to 
subgrahtees in the early years of the grant's operation* Few 
contain funding objectives for specific functions, matching, 
maintenance-of-ef fort, or \aonsupplant provisions* 



While the new grants impose a number of constraints on e;^^^ 
penditures, some also give grantees greater spending discre4?T^. 
Five permit them to transfer a percentage of their funds to cer- 
tain other block grants. Fpr example, four of the grants 
(Alc-Qhol, Drug Abuse, and Mental Health; Low Income Home Energy 
Assistance; Preventive Health and Health Services; Social Serv- 
. ices) specify that a percentage may be transferred to the other 
health-related block grants* , Two (Community Services and Social 
Services) also permit the transference of funds to the Low Income 
Home Energy Assistance grant, which in turn permits a reciprocal 
percentage transfer to these programs* 

The enabling legislation of the newer grants tends to go 
into more detail in establishing reporting and auditing require- 
ments but to contain fewer planning provisions and spending 
restrictions than the older grants, as we see when we compare 
tables 3-5 with table 6 category by category* 7/ For example, 
only one of the earlier enabling statutes required that reports 
describe progress toward meeting objectives or serving recipient 
populations, but at leas^ seven of .the new grants have such pro- 
visions* No provisions in the 1981 grants require that plans be 
as detailed or as broad in scope as the comprehensive plan provi- 
sions in the earlier grants did* 

The mix of spending restrictions differs in the new grants 
too* Specifications of target populations, ceilings on admini- 
strative expenditures, and requirements that some percentage of 
funds be passed through to subgrantees appear in the majority of 
them* The older grants made greater use of matching, maintenance- 
of-effort, nonsupplant, and earmarking of funds for specific pro- 
gram activities* The ability of grantees in the new grants to 
transfer funds across block grants is in marked contrast to the ^ 
earlier grants, which did not permit such transfers* 

The new grants also institute some requirements that appeared 
in the older grants in amendments and regulations but not in their 
initial legislation. Much of the detail of the earlier reporting 
requirements is incorporctted in the new grants. 8^/ Many of the 
earlier grants became increasingly specific about who could re- 
ceive services, but all the. new grants now begin with general de- 
scriptions of target populations. Three have relatively detailed 
definitions of which low-income population grpups are eligible 
for services. * 



Finally, the new grants differ from the old ones in the roles 
that they prescribe for the administering Federal agencies. All 
the earlier grants authorized the Secretary or head of the ^ 
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pertinent agency to issue regulations necessary for administering 
nearly all aspects of a grant. In contrast, only two of the new 
grants (Community Development and Elementary and Secondary Educa- 
tion) give the Secretary somewhat comparable regulatory authority. 
Although the administering Federal agencies review applications 
for funding under the new grants, their role in approving plans 
is in many cases confined to insuring that the plans meet the 
statutory requirements and contain the required assurances. Five 
of the new grants (Alcohol, Drug Abuse, and Mental Health; Com- 
munity Services; Low Income Home Energy Assistance; Maternal and 
Child Health; Preventive Health) explicitly preclude the Secr^Aary 
from specifying the manner in which grantees must comply with 
certain statutory requirements. In the majority, however, the 
Secretary can establish standards for the form or the content of 
the grantees' reports. 

INFERENCES 

The Federal experience with block grants indicates that be- 
fore 1981 there was a general tendency to increase planning, re- 
cordkeeping, reporting, and auditing requirements and to decrease 
the spending discretion of grantees in the interests of attaining 
national program objectives. The new block grants of 1981 begin 
with a mixture of requirements, some of which provide for greater 
discretion than that authorized to grantees under the enabling 
legislation of the older grants and some of v^hich are more pre- 
scriptive t-^an before. The new grants also contain some reporting 
and targeting provisions comparable to those that emerged through 
amendments ami regulations to the earlier grants. Thus, the new 
legislation seems to address, in vSrrying degrees, some of the ac- 
countability issues of the earlier grants. 

The enabling legislation for 1981 block grants has tended to 
tighten reporting requirements and to be less restrictive in terms 
of planning and spending. In effect, the Federal Government has 
chosen to rely more heavily on accountability mechanisms that give 
a retrospective view of program operations and accomplishments 
than on those that would lead to more direct involvement in pro- 
gram decisionmaking and administration. 

Relying on reporting and auditing mechanisms may have conse- 
quences for national accountability in the long term. One result 
may be a time lag in obtaining information at the national level. 
Federal ag^cies ,are unlikely to have a national perspective on 
actual program operations until they receive the first annual re- 
ports. Were t;he Federal Government to decide 'to redirect program 
funds r some procedures for withholding funds from grantees would 
require that agencies conduct additional invesitigations before 
instituting withholding proceedings, which might result in con- 
siderable delay before Federal action could be taken. Given 
the greater flexibility grantees have under the 1981 block grants, 
it remains to be seen how effective any retrospective mechanisms 
will be to the Congress and the Federal agencies in their over- 
sight activities, however they choose to exercise them. 
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Whether these and other issues of accountability emerge will 
partly depend on the relative weights that are accorded to Fed- 
eral and State accountability and flexibility and on the nature 
of the Administration's implementation of some of the accounta- 
bility tools provided by the Omnibus Budget Reconciliation Act, 
In keeping witfh the present Administration's view of block grants 
as an interim step toward full State control of certain functions^ 
0MB has announced a policy of exercising as little Federal control 
over the new block grants as possible, (Steinberg, 1982) Recent 
Federal*tegulatory activities have been consistent with this 
policy, HHSf for example, has issued regulations that allow 
grantees to determine the form and content of their annual appli- 
cations and reports for all the block grants it administers even 
though the Omnibus Budget Reconciliation Act authorizes a Federal 
role in this regard. There are some efforts by some States to 
establish common reporting systems in ^^e common topical areas 
under way. For example , members of th^p Association of State and 
Territorial Health Officers have sought to jnodify their current 
national reporting system to provide data on the Maternal and 
Child Health and preventive Health and Health Services grants. 
The National Governor's Association and the American Public Wel- 
fare Association have a similar effort under way for the Low 
Income Home Energy Assistance ^ct. There is no Federal require- 
ment to establish these systems, however, and their continued 
funding is uncertain. It is therefore likely that at least in 
some areas the scope and quality of information that Federal agen- 
cies receive and transmit to the Congress and the' public will vary 
substantially. Such variation may hamper the Federal Government's 
ability to monitor the effectiveness of sopial targeting and ad- 
ministrative costs, should it decide to do so, • yf 

SUMMARY 

An important component of the definition of 'block grant 
funds is that 

"administrative, fiscal reporting, planning, and other 
federally imposed requirements are kept to the minimum 
amount necessary to ensure that national goals are be- 
ing accomplished," (ACIR, 1977a, p, 6) 

However, the' five block grants that were established^ between 1966 
and 1975 ranged from one with relatively few requirements (PHA) 
to one with very extensive planning, spending, reporting, and 
auditing requirements (CETA), 

The legislation that established the five block ^Vants be- 
fore 1981 emphasized the discretion of State and local governments. 
Over time, changes in the initial legislative provisions predomi- 
nantly increased the number and complexity of accountability 
requirements. Planning requirements increased continually for 
all block grants except two (PHA and Title XX), whose planning re- 
quirements remained stable or were reduced over the life Df the 
grant. Spending restrictions also increased for most of the five 



block grant^S/ although the patterns varied from extensive provi- 
sions requiring definitions of target pop^ilations and eligible 
activities (under CEl'A) to provisions containing relatively few 
restrictions (under PHA) . Reporting responsibilities generally 
increased under all five grants. \ 

' Since 1981/ the new block grants have Vended to impose the 
same generic accountability categories. A number of comparable 
planning/ reporting, and auditing requiremer^ts have been placed 
on all nine of the new grants we reviewed. fThe majority of the 
new grants also specify restrictions on activities that can be 
funded/ define targeting/ and set ceilings op expenditures. 
Some of the accountability requirements that, emerged over time 
in the earlier grants have been imposed on the new ones at the 
outset. Other planning and expenditure provisions in the older 
grants / however/ have been dropped. On the whole/ the new grants 
have more specific reporting and auditing provisions and fewer 
planning and spending requirements than the earlier grants. 

The tensions in the earlier grants betweep insuring ac- 
countability to the Federal Government and giving grantees as 
much ^flexibility as possible may persist in the new'^rants. The 
Pe*deral role in administering block grants has been sharply cur- 
tailed by the Omnibus Budget Reconciliation Act and by present 
Administration policy. The Federal Government has chosen to rely 
in the new grants more' on intrastate accountability mechanisms 
that give a retrospective view of program accomplishments than " 
on interstate mechanisms that could lead to more direct involve- 
ment in program decisionmaking. Depending on how the accounta- 
bility provisions in the new grants are implemented and on the 
scope/ topical coverage/ and implementation of*., voluntary State 
efforts to establish and maintain common reporting systems/ vari- 
ations in the quality and comparability of State-collected data 
could affect the ability of the Federal Government to monitor 
progress toward meeting 'national objectives, should it choose 
to do so.. 
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CHAPTER 3 

HAVE THE POOR AND OTHER DISADVANTAGED GROUPS 



BEEN SERVED EQUALLY UNDER BLOCK GRANTS 

AND CATEGORICAL PROGRAMS^ 

To what degree do block grants focus services on the poor 
and minority groups? It has been argued that with the passage of 
time fewer poor and minorities would participate -in block grant 
programs compared with the categorical programs that preceded 
them. Advocacy groups for the poor and civil rights organizations 
that believe that federally administered categorical programs are 
better able to target social welfare assistance have, expressed 
concern about the argument. (Ad Hoc Coalition,, 1981, pp. 1-6, 1-7) 

Much of the controversy derives from the philosophy that 
power should be turned back to State and local governments (as we 
discussed in chapter 1). From the concerns of advocacy groups, 
one could predict that under block grants targeting to the, poor 
and minorities would decline over time. 

In this chapter, we examine the record of CDBG, CETA, and 
Title XX Social Services in targeting services to the poor and 
minority groups. LEAA and PHA are not included in the analysis 
because they were not intended ^to be targeted specifically to the 
poor or minorities. 

The targeting objectives of CDBG, CETA, and Title XX are not 
their only legislative objectives, however. One other objective 
of block grants is to increase local flexibility and decisionmak- 
ing. There are also multiple programmatic goals such as .the CDBG 
objective of aiding in the prevention or elimination of splums or 
blight. The difficulty these multiple gp^ls pose for evaluation 
purposes is that they make the standard of comparison unclear. 
For example, if CDBG has multiple objectives, what percentage of 
CDBG benefits should be targeted to lower incoiAe people? Clearly 
100 percent is too high because some funds shouM be used to com- 
bat slums and blight. Thi6 limitation must be emphasized or the 
false conclusion will be reached that all funds should benefit 
disadvantaged group? . 1^/ * 

In the following section, we identify the studies reviewed 
to assess targeting; then we discuss each of the three programs 
separately. ''For each program, we examine the legislative basis 
for targeting and the targeting data for income and., where avail- 
able, for race. At the end of the chapter, we review the grants 
enacted in 1981. 

STUDIES UI^ED TO ASSESS TARGETING 

In table 7, we list eight basic evaluation studies on block 
grant targeting. Some comprise a series of reports. In the 



34 



Table 7 



* List of Studies Reported 



Block grant 
CETA 



CDBG 



Title XX" 



Title and series 



Sixth Annual Report 



CETA: Manpower B^rograms 
Under Local Control 

Conununity Development 
Strategies Evaluation 

Targeting Community 
Development ^ 

Fourth Xnnual Community 
Development Block Grant 
Reg9rt (and others in a 
series of six) 

Second Year Community 
Development Block Grant 
Experience 

Meeting Application and 
Review Requirements for 
Block Grants Under Title 
I .of the 'Housing and " 
Community Development 
Act of 1974 

« i 

Annual Report to the 
Congress on the Social 
Security ^ Act ( separate 
report f6r FY 1979 and 
and FY 1980) 



Source 

National Commission for 
Employment Policy 

William Mirengoff and 
Lester Rindler 



Data collection 
period 

July 1973- 
Sept. 1979 

yJuly 1973- 
Sept. 1977 



University of ^Pennsylvania 1970-79 



The Brookings Institution 



U.S. Department of Housing 
and Urbart Development 



National Association of 
Housing. and Redevelopment 
Officials 



U.S. General Accounting 
Office 



U.S. Department of Health 
and Human Serviced , 



July 1974- 
Sept. 1978 

July ia74- 
Sept. 1^80 



July 1974- 
June 1976 



July 1974- 
June 1975 ' 



\ 



/ 

/ 



Oct. 1978- 
Sept. 1980 



In contrast to CDBG, CETA, and LEAA, Title XX was character- 
ized by action that loosened Federal spending restrictions. 
For example, 1976megulations relaxed the restrictions on 
expenditures fo8 room and board for alcohol and drug abusers. 
The 1976 amendments^made available an additional $200 million 
for child day care services that required no matching from 
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Table 7 



List of Studies Reported 



Block grant 
CETA 



Title and series 



Sixth Annual Report 



CETA: Manpower ^rogreuns 
Und&r Local Control 



Source 

National Commission for 
Employment Policy 

Willieun Mirengoff and 
Lester Rindler 



Data coll^ctic 
period 

July 1973- 
Sept. 1979 

yJuly 1973- 
Sept. 1977 



CDBG 



Community Development 
Strategies Evaluation 



University of .Pennsylvania 1970-79 



Targeting Community 
Development <- 

Fourth Annual Community 
Development Block Grant 
Regort (and others in a 
series of -six) 



The Brookings Institution 



U.S. Department of Housing 
and Urban Development 



July 1974- 
Sept. 1978 

July 1^74- 
Sept. r?80 



Second Year Community 
Development Block Grant 
Experience 



National Association of 
Housing , and Redevelopment 
Officials 



July 1974- 
June 1976 



Meeting Application and 
Review Requirements for 
Block Grants Under Title 
I »of t,he' Housing and ' 
Community Development 
Act of 1974 



U.S. General Accounting 
Office 



July 1974- 
June 1975 ' 



\ 



Titl0 XX ^ Annual Report to the 

Congress on the Social 
Security Act (separate 
. \ * report f6r FY 1979 and 

and FY 1980) 



U.S. Department of Health 
and Human Serviced . 



Oct. 1978- 
Sept. 1980 



table, we have also indicated who conducted each study and the 
time period for data ■ collection . Our main criterion for selecting 
studies was that all report quantitative data on income targeting 
for the block grant programs nationwide. Operationally, that ex- 
cluiaed case studies of targeting in one community and one State 
and sl^dies that did not report quantitative data on targeting. 2/ 
We made an exception with the University of Pennsylvania review of 
a sample of neighborhoods in nine cities because the cities are 
scattered geographically, the research design was well constructed 
for looking at targeting, and the sample of individuals withm 
each city was large. 

CETA- TARGETING 

The legislative background 

Even though the creation^ of CETA as a block grant shifted em- 
ployment and training decisions from Federal to State and local 
officials, its central goal remained the same as its predecessor^ 
manpower programs. Its purpose^ was to "provide job training and 
employment opportunities." (Pub. L.^No. 93-203, sec. 2) Title I 
authorized the CETA block grant specifically 

"to establish a program to provide comprehensive man- 
power services throughout the Nation. Such program 
shall include the .development and creation of job op- 
portunities and training, education, and other serv- 
ices needed to enable individuals to secure and re- 
tain employment' at Jmeir maximum capacity." (Pub. L. 
No. 93-203, sec. 101) * 

Whiie the block grant allowed prime sponsors considerable 
latitude in choosing which groups, to serve, it required them. to 
give assurances that they would, to the maximum extent feasible, 
serve thos^ "most in need," including "low-income persons and 
persons d¥ limited English-speaking ability." (Pub. L. No. 93- 
203*, sec. 105(a)(1); see also Mirengoff and Rindler, 1978, p. 196) 
Because a^buses were perceived in the publiic service employment 
titles of CETA, eligibility requirements were tightened in order 
to focus services on the disadvantaged unemployed. By 1978, 
eligibility had also been tightened for the block grant program 
itself, now redesignated as CETA titles IIB and IIC. (GAO,' 1982, 
p. Ill) 

The standards for assessing the targeting of CETA services 
to people with low iricomeer are made more complex by the fact that 
the legislation intends that there be other recipients of CETA 
block grant services, including 

"handicapped individuals, persons facing barriers ' 
to employment commonly experienced by older workers, 
and persons of limited English-speaking ability." 
(Pub. L. No. 95-524, sec. 103(a)(5)(A)) 
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Evaluation results 



The two studies on CETA that we examined (see table 7) both 
used the DOL Management Information System, which collects data 
each year on the characteristics of participants in CETA programs. 
It also reported fiscal year 1974 data for the manpower programs 
that preceded CETA, Zj In table 8 on the next page, we pres>ent 
a variety of characteristics of participants in the CETA block 
grant, comparing them to those of participants in the manpower 
programs that preceded CETA. 

Our overall finding is that on the whole bl6ck grant partici- 
pants were only slightly less economically needy than the pre- 
block grant manpower program participants. The first six charac- 
teristics in table 8 for pjarposes of targeting cap be considered 
indicators of "economic need." Blacks and Spanish-speaking are 
included in this list because they are disproportionately repre- 
sented in the total population of economically needy people. 
There was a drop of 10 percentage points (see column 4) in the 
percent of participants who were "economically disadvantaged," 
from 87 percent under the categorical programs in fiscal year 1974 
to 77 percent in the 'first year of CETA. However, other measures 
fail to show a consistent direction of change in the economic need 
of participants. The table also shows that the percent of parti- 
cipants who were black and the percent who received AFDC and 
public assistance increased slightly between fiscal years 1974 and 
1975. These findings suggest that on an overall dimension of 
"economic need" there was only a slight decrease in the economic 
need of participants under the CETA block grant mechanism compared 
with the prior categorical manpower programs. Modest changes in 
clJLentele of the order detected in the targeting studies may be 
explained by the fact that the CETA legislation identified other 
intended recipients . 

On the question of minority group targeting, table 8 shows 
that blacks and the Spanish-speaking were equally likely to be 
participants under CETA and the prior categorical programs. 

Finally, comparing data on CETA participants in fiscal years 
1975 and 1979, we find no consistent cha^nge. Three of the five 
available characteristics show less targeting in fiscal 1979 and 
two show less targeting in fiscal 1975. 4/ (The data are in note 
4. ) While these data do not support concerns that fewer and fewer 
disadva^ntaged citizens would be participating in the CETA program 
over time, this finding is difficult to interpret because of 
changes in the national economy and the 1978 CETA amendments. 

In summary , when we compare the' block grant with the cate- 
gorical programs that existed before its enactment, we find some 
decrease in targeting under CETA to the economically needy, al- 
though trends are inconsistent across the measures. Overall, 
targeting tb the needy did not change materially between 1975 and 
1979. There was little change in targeting of the block grant to 
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Table 8 

Percen tage of CETA Block Grant Participants Wi th Selected 

Characteristics Compared with Pre-CETA Categorical 

Program Pyarticipants a/ 



Char act e ristics 



Economically dis- 
advantaged b/ 

AFDC and publTc 
ass-istance 

Black 

Spanish-speaking c/ 
Unemployed 
Receiving Unemploy- 
ment Insurance 
Female 

Under 22 years old 
Less than 12 years 
of school 



Categorical 
progrsuns 
FY X974 
(1) 

87 

23 

37 
15 

76 d/ 



42 
63 
66 



CETA block grant a/ 
FY 1975 FY 1977 



Change 



(2) 


(3) 


(4) 


77 


78 


-10 


27 


26 


+4 ^ 


39 


35 


+2 


13 


14 


-2 


62 


74 


-14 d/ 


4 


7 


-1 


46 


48 


+4 


62 


52 


-1 


61 


50 


-5 



FY 1974-75 FY 1974-77 

-9 

+3 

-2 
-1 

-2 d/ 
+2 

+6 ^ 

->11 ^ 
-16 



Source: 



Adapted from NCEP, Sixth Annual Report (Washington, D.C.: 
112-13. 



1980), pp. 



a/Title I of CETA as originally enacted. 

b/Based on the poverty level as determined by 0MB. 

|;;^ot'avan;ble for FY 1974, this figure had to^be obtained ^ ^""^/^f 
-possibly noncomparable DOL source. Consequently, comparison of this figure with 
later CETA statistics should be made only with caution. 



black and Spanish-Speaking participgints compared with the 
predecessor categorical programs. 

CDBG TARGETING 

The legislative background * , * • • . 

The Community Development Elock Grant i>rogram for la-rge 
cities has emphasized social targeting to families of low and 
moderate incomes. The 1974 legislation cited as its ^'primary 
objective" * 

"the development of viable urban communities, by 
providing decent housing and a suitable living 
environment and expanding economic opportunities, 
principally for persons of low and moderate incom^. " 
(Pub. L. No. 93-383, sec. 101(c)) 

The Act also includes language in three of aeve^ii detailed objec- 
tives indicating that they cine intended principally for people 
of low and moderate income. In addition, the legislation pro- 
vides that communities must "give maximum feasible priority to 
activities which will benefit low- or moderate -incomie families 
or aid in the prevention or elimination of sl^ums or blight.** 
(Pub. L. No. 93-383, sec. 104(b)(2))' 

Although the legislation established social targeting as an 
' important CDBG objective, there wer^ two other equal objectives: 
(1) "the prevention or elimination of slums or blight" and (2) 
meeting "oth^r community development 'needs, having a particular 
urgency." (Pub. L. No. 93-383, sec. ia4{b)(2)) While not citing , 
them as primary objectives, the Act refers to other CDBG goals 
such as "to streamline programs and improve th,e functioning of 
agencies" and "the restoration and jjres'ervation of" properties of 
special value for historic, architectural, or esthetic reasons." 
(Pub. L. No. 93-383, 9«c . 101(b) and ^c)> Evaluation results for 
the targeting of CDBG to low*anc3 moderate income groups will, 
therefore, have to be judged in terms of the multiple objectives 
of the legislation. 

There has been considerable controversy since the Act's pas^ 
sage regarding what constitutes "maximum fea^sible priority" in 
targeting activities to benefit low- or moderate-income people. 
(U.S. Congress, House, 1977, p. 21) The Senate passed but the 
conference deleted a provision to set a 20 percent limit on ex- 
penditures not "of direct and significant benefit to families of. 
low or moderate income, or to areas whid|h are blighted or deter- 
iorating." (Dommel, 1980, p. 12) In the beginning, HUD did not 
define "maximum feasible priority" quantitatively or instruct its 
staff on how to determine whether programs under CDBG met the re- 
quirement. Two years after CDBG was enacted, we found widely 
varying interpretations of, this requirement among HUD area Office 
staff. (GAO, 1976, p. 10; see also Dommel, 1980, pp. 13-14) The 
initial regulations did define "low and moderate income," 
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considering it income less than or equal to 80 percent of the 
local standard metropolitan statistical area median income. ^/ 

During the Carter Administration, HUD worked to increase 
targeting of CDBG to lower income families. This involved in part 
initiatives by HUD administrators, demonstrating that changes 
occur in programs by means other than congressional action. 
(Dommel, 1980, pp. '14-21) 

Evaluation results f6r income 

The only. study whose data allow comparisons of CDBG with the 
earlier categorical programs on income targeting is that conducted 
by the University of Pennsylvania, but it has two serious limita- 
tions. First, it represents a sample of only nine cities. Second, 
its inquiry was limited to housing rehabilitation, which represents 
only about 28 percent. of all CDBG expenditures. (HUD, 1981, p. 59) 
However, housing rehabilitation seems to be a typical CDBG activity 
in terms of the degree to which' it targets benefits to low and 
moderate income cenguff tractrS. This is demonstrated by 1979 data 
that* show that two *{najor' activity grpups had more targeting while 
three had less targeting to low arid moderate income tracts than the 
Vhausiirjg rehabilitation and. rfelateS activities" group. (HUD, 1981, 
pp. 52-53, 59 e A94) l^e issue "".rs Still unresolved and it cannot be 
assured that the' Pennsylvania results represent all CDBG activities 
nationwi<3€,. • ' ^' '*•; j^mm 

Keeping th'^Se limitations in jnin<3/ /wa; can see in table 9 
(comparing columns l-.and 3) that CDBg hQ.qsing rehabilitation aid 
.was more targeted to low and .ijioderate inoome recipients than earl- 
ier categorical programs in six of the seven cities for which com- 
parisons could be made. (In Pittsburgh, the numbers are essen- 
tially" the same-.) A median of 96 percent Of households receiving 
CDBG assistance had low and rtoderate.incomes , compared with 78 per- 
cent for the earlier categorical program^. The comparison group 
of 1970-74 categorical^ (Column,, 3) represents rehabilitations 
financed under other public f uncling sources in that time period. 6/ 
"Low and moderate income^* ia defined according to HUD' regulations 
discussed above. 7/ • . - 

Table 9 also allows the c6mparison of CDBG with categorical 
programs contemporaneous with CDBG. . This group includes rehabil- 
itation aid under section 312 of the 1964 Housing Act and. numer- 
ous State and local programs in six/of the nine cities. 8/ Com- 
paring the first and second columns of the table thus shows that 
CDBG was more targeted to low and moderate income recipients in 
all seven cities for which the comparison can be made. The medi- 
an of 97 percent of households that received CDBG aid had low and 
moderate incomes compared with 70 percent ^or the contemporaneous 
, categorical programs . 

Four other CDBG studies we examined included larger samples 
of communities and a cross-section of activities rather than hous- 
ing rehabilitation alone. Their weaknesses are not present in the 




Table 9 

Percentage of Recipient Households with Low 
and MQ^rate Income by Funding Source 











> 




Categoricals 




CDBG 1975-79 


1975-79 


1970-74 




(1) 


(2) 


(3) 


BirminghaiT} 


94 




83 


Corpus Christi 


100 


93 


78 


Denver 


99 


70 




Memphis 


97 ■ 


87 


91 


New Haven 


79 


51 


63 


Pittsburgh 


. ^1 


62 


73 


San Francisco 








St. Paul 


96 


89 


78 


Wichita 


100 


38 


95 



Median 

CDBG versus Categoricals 1970-74 
CDBG 96% 
Categoricals 78 

CDBG versus Categoricals 1975-79 
CDBG 97% 
Categoticals 70 



Source: Stephen Gale et al > , "Community Development 
Strategies Evaluation: Social Targeting," 
draft report. University of Pennsylvania, 
Philadelphia, October 1980, table 4.4, 



University of Pennsylvania study; all were based on planned 
benefits rather than actual benefits and all lacked any direct 
measure of the income of the beneficiaries. In appendix II/ we 
discuss the methodological differences between the CDBG studies. 
In developing another report on determining who benefits from the 
community development block grant programs, we are able to cite 
some improvements that could be made in CDBG benefit data and re- 
porting processes. 9/ 

In table 10/ on the next page, we compare the University of 
Pennsylvania findings with those of the four other studies. Ex- 
cluding the University of Pennsylvania study , we estimate that 
from 54 to 66 percent of CDBG benefits are allocated to low and 
moderate income persons. 

Change over time in targeting for the CDBG programs can be 
examined in the Brookings and HUD studies as shown in table 10.^ 
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Table 10 



Percentage of CDBG Benefits Allocated to Low and Moderate 
Income Groups by Study and Fiscal Ye^^r 



Study 

The Brookings Institution a/ 

National Association of Housing 
and Urban Development Officials 

University of Pennsylvania b/ 

U*S* Department of Housing 
and Urban Development 

U^S. General Accounti^ng Office 



1975 
54 
59 



64 
56 



1976 1977 
56 60 
55 



- ^(median 96) 
62 61 



1978 



62 



66 



Source: Brookings: Paul R. Dommel et al > , Targeting Communit;y Development (Wash- 
inqton, D.C.: U.S. Department of Housing and Urban Development, 1980), p. 
161. tJAHRO: Robert L. Ginsburg, "Second Year Community Development Block 
Grant Experience: A Summary of Findi.ngs of the NAHRO Community Development 
Monitoring Project," Journal of Housing , February 1977, pp. 81-82. Univ- 
ersity of Pennsylvanicii. Stephen Gale et al . , "Community Development Strat- 
egies Evaluation: Social Targeting," draft report. University of Pennsyl- 
vania, Philadelphia, 1980, table 4.4. HUD: HUD, Fourth Annual Coipmunity 
Development Block Grant Report (Washington, D.C. : 1979), p. II-7. GAO: 
GAG, Meeting Application and Review Requirements for Block Grants Under 
Title"! of the Housing and Community Development Act of 1974 , CED-76-106 
(Washington, D.C. : 1976), p. 13. 

a/Data for later years are available but not reported here in order to make the time 

periods of the different data collections more comparable. 
b/Not reported separately by fiscal year. Includes only housing rehabilitation fund 

ed wholly by CDBG in fiscal years 1975-78. 
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The Brookings stQdy shows that targeting increased from 1975 to 
1978 While the HUD findings show essentially no chatige for two 
years but an increase by'1978. These increases ar^apparently 
attributable to the policy changes introduced in th'e Carter- 
Administration, as we noted earlier. Going beyond the period 
covered by the table, the Brookings research shows a slight de- 
crease in targeting in 1979 and 1980 while the HUD study finds a 
slight increase. 10/ In summary, CDBG data show that participa- 
tion by the poor increased over time under the block grant mechan- 
ism but did so presumably because of greater Federal influence. 
1 

In our 1981 i<eport on CDBG, we found that some cities pro- 
vided assistance under this grant for nonessential or cosmetic 
home repairs. One city was cited where 31 of the 200 most recent 
CDBG-aided loans (or#15.5 percent) weiv^to people whose annual 
incomes exceeded $30,.000. (GAO, 198\a^^.^20) While this repre- 
sents only a case study of rehabilitation t'oans in one city, the 
findings are not inconsistent with findings in the studies in 
table 10. They estimate that up to 34-46 percent of CDBG re- 
sources (excluding the University of Pennsylvania results) benefit 
entire communities rather than any particular income group. Our 
1981 study included site visits but was not intended to be a , " 
systematic study of the allocation of CD3G benefits to income 
groups. Neither it nor the other studies we have discussed above 
' suggest widespread targeting problems with CDBG. 

In summary, the university of Pennsylvania analysis shows 
that 96 percent of households aided in residential rehabilitation 
by CDBG had low and moderate incomes compared with 78 percent for 
the categorical programs that preceded CDBG. Furthermore, 97 per- 
cent of CDBG-aided households and 70 percent of current categor- 
ically aided households had Ipw and moderate incomes. This study 
concluded that 

r 

'*the proportibn of CDBG rehabilitation assistance 
reaching targeted households equals Or exceeds the 
proportions of other rehabilitation programs that 
predate or are contemporaneous with CDBG." ^1 / 

If the University of Pennsylvania research is not considered, 
estimates derived from" the other studies of all CDBG activities 
suggest that 54 to 66 percent of CDBG benefits were targeted to 
people with low and moderate incomes. Analysis of CDBG trends 
over time suggests a slight increase in targeting rather than the 
cumulative reduction of targeting that Some observers have feared. 

Evaluation results for race 

The CDBG ^legislation has no provisions for targeting benefits 
to minority groups but, because minorities are more likely than 
nonrjinority groups to hdv^ low incomes and to live in substandard 
housing, the extent to 'which they benefit from CDBG is germane to 
the program's objectives. The University of Pennsylvania study 
collected data on r^ce in a survey of current residents of 



Table 11 

Percentage of Population That Is Minority 



and Percentage of Recipient Households 
That Are Minority by Funding Source" 



Minority -Categoricals 

population 1970 CDBG 1975-78 1975-78 1970-74 

— fry JJ) m jjt 

Birmingham. 47 ' SI — 33 

Corpus Christi 43 100 92 91 

Memphis 44 93 80 98 

New Haven '31 " 37 65 59 

Wichita 14 55 14 30 



Source: fftephen Gale et ,^1 ^, "Community Development Strategies 
Evaluation: Social Targeting/" draft report, Universi- 
ty of Pennsylvania, Philadelphia, October 1980, tables 
4.10 and 4.12. 



CDBG-aided dwelling units. In table ll,^ we present' data on 
targeting to minority groups for the five cities for which the 
data were sufficient. l(Gale, 1980, p. 48) 

Comparing the block grant recipients in 1975^78 with the earl- 
ier categorical* grant recipients (that is, columns 2 and 4) shows 
no consistent pattern of-Mif ference in the allocation of rehabili- 
tation assistance to minority groups. Minorities are served 
equally when compared •with the earlier categorical grants, using 
categorical programs in 1975-78 for comparison (that is, columns 2 
and 3) produces the same results. 12 / 

. in short, the results on racial targeting based on the Uni- 
versity of Pennsylvania study are limited to only five cities and 
show no strong patterns. HQUji/er, the findings of that study also 
show that the proportion of minority group members receiving CDBG 
benefits in four of the five cities is higher than the proportion 
of minority group members in the overall population (comparing 
columns 1 and 2). Birmingham, Alabama, is the only city in which 
the percentage of minority recipients — under both categorical and 
block grants — is smaller than the minority population. 

Targeting and the CDBG 
allocation formula 

In this concluding sect^Tcrfi^ we use the Brookings targeting 
data to' illustrate the impact of the legislative formula that al- 
locates block grant funds. For locally operated programs such as 
CDBG, if the formula allocates more funds to communities where most 
of the lower income people live, greater targeting to the poor 



Table 12 



Percentage of CDBG Funds Allocated to Low 
and Moderate Income Groups by Type of City^ 
Level of Community Distress/ and Program Year 

City type Number of * 

and distress level jurisdictions 1979 1980 



Central cities 
Low distre«« 



10 • 61 61 



High distress 19 63 64 

Satellite cities 

Low distress 8 52 53 

High distress * 4 60 55 

Total 

Low distress 18 55 57 



High distress 



23 62 62 



Source: Paul Dommel, et al ., "implementing Community 

Development," draft manuscript, U.S. Department 
of Housing and Urban Development, Washington, 
D.C., 1982, p. 104. 



is likely to Occur. Table 12 presents data to illustrate 'the 
differing record of cities in targeting CDBG benefits. Distress 
is measured by an index combining poverty levels, age of housing, 
and population change. 

The table shows that "the more distressed communities tended 
to allocate a higher level of benefits to lower income groups 
than did better-off communities in the sample." (Dommel, 1982, 
p. 102) Also, the targeting is measurably higher in central cit- 
ies than in satellite cities. 

While a complete explanation of these differences would" in- 
clude the influence of methodological factors, the. results show 
differing performances in targeting of CDBG benefits to low and 
moderate income persons. Satellite cities and cities with low 
distress achieve less targeting than central cities and cities 
with high distress. Suburban jurisdictions appeared to be sus- 
ceptible to more fluctuation in targeting and their programs were 
more easily diverted from the social targeting objective of the 
law. (Dommel, 1982, p. 110) 

These results show in part the impact of the CDBG allocation 
formula. If the formula were structured so as to exclude from 
CDBG eligibility some suburban and low distress communities, it 
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is likely that targeting CDBG funds to low and moderate income 
persons would increase. 13 / 

Of course, many elements must be weighed in constructing 
any allocation formula. VOien the law is targeting benefits to 
people with low and moderate incomes, the allocation formula it 
specifies will be critical in achieving targeting. 

TITLE XX irARGETING 

The legislative background 

The Title XX Social Services program was directed largely 
toward the poor. Title XX provided that 

"States must expend an amount equal to at least 50 per- 
cent of the Federal share of their expenditures for per- 
sons who are eligible for Aid to Families with Dependent 
Children (AFDC), Supplementary Security Income (SSI), 
Medicaid and for family members or other persons whose 
needs are taken into account in determining the eligi- 
bility of an AFDC or SSI recipient." (HHS, 1981, p. 2) 

This 50 percent requirement was eliminated in the Social Services 
block grant. 

People became eligible for Title XX services in one of 
three ways ; 

1 . Income eligibles ^ States dete?1q^ned how poor people had 
to be m order to receive serviCTBn ^^T he highest income 
level a State could serve and receive Federal reimburse- 
ment for was 115 percent of the State median income, 
adjusted for family size. Eligibility criteria could 
vary for different types of service but could not exceed 
the 115 percent ^limitation . The Omnibus Budget Recon- 
ciliation Act of 1981 removed income eligibility limits, 
although the States may provide their own income 
limitations . 

2. Income maintenance recipients . States could provide 
Title XX social services to supplement cash assistance 
provided under AFDC and SSI. Title XX provided services 
while AFDC and SSI provided cash assistance. Categories 
of certain persons^ — such as migrant workers, drug addicts, 
and runaways — could also be served withoqt an individual 
means test. 

3. Services without regard to income . People needing three 
services could be aided whether their income was low or 
high — protective services for children or adults, infor- 
mation and referral, and family planning. (HHS, 1981, 
PP- 3-4) 
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Evaluation results for income 

Even though Title 'XX eligibility was based primarily on 
income, data on the income of recipients are not available. In 
fact, lack of adequate data has been a problem with Title XX 
since its inception. (Ad Hoc Coalition, 1981, p. II-8) Even so, 
data from the Social Services Reporting Requirements (SSRR) allow 
for some analysis of the targeting issue;. , 

Qne evaluation of the SSRR data on the eli^gibility of Title 
XX recipients indicated reason for some confidence in this infor- 
mation. The eligibility of people who are categorically eligible 
may be verified through Medicaid . cards or local v^elfare agency 
files. There is, however, greater variability in procedures for 
those who claim eligibility based on income. Some States simply 
asked applicants to sign declarations while others went so far as 
to verify income through the Social Security office. Providers 
can jeopardize fund reimbursement with errors in eligibility de- 
terminations, which seemed to make most service providers cautious. 
(One America, 1980, pp. 45-46) 

Weaknesses in the SSRR data, however, make the counts of 
services and recipients not totally valid for national summaries. 
The validity of national statistics is reduced because many States 
lump all clients into one recipient category (primary recipients) 
and some States use their own classifications. 14 / i 

With these limitations, data on the number and percent of 
primary recipients of Title XX services by type of eligibility for 
fiscal year 1979 were 



Income 2,894,654 

Income maintenance (AFDC, SSI) 2,808,648 

Without regard to income 1, 508, 832 

Total 7,212,134 



40% 
39 
21 
100% 



These figures show that 79 
were eligible by virtue of havi 
come eligibles plus 39 percent 
This 79 percent targeting estim 

comes up to 115 percent of the S 

family size. This was true, however, 
of which provided all or even most of their 
levels. (HHS, 1980, p. 14, and 1981, p. 10) 



^f the primary recipients 
[les — 40 percent for in- 
Lncome i^aintenance recipients. 

some people with in- 
income adjusted for 




16 States, only 2 
rvices at piaximum 



The category "without 
would have met the eligibi 
Many in this category also 
ices that have very low un 
ficantly from the overall 
In short, although service 
increased from 13 percent 
cipients between fiscal ye 



regard to income" may include many who 
lity criteria had they been applied. 

received information and referral serv- 
it costs, thereby not detracting signi- 
targeting achieved under the program, 
s provided "without regard to income" 
to 21 percent of the total primary re- 
ars 1976 and 1979, the actual share of 
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social services the needy received appears to Jb^ve been greater 
than these figures suggest. 

In summary, the data show that roughly 79 percent of the 

primary recipients of Title XX Social Services obtained services 

because of their low incomes. The remainder received legally 

authorized protective services, information and referral, and 

family planning assistance without regard to income. 

♦ 

TARGETING UNDER THE 1981 ^ 
BLOCK GRANTS 

The Omnibus Budget Reconciliation Act, as we discussed in 
chapter 2, contains more tetrgeting provisions than the enabling 
legislation of the pre-1981 block grants. Six of the nine block 
grants enadted in 1981 provide services to people with low incomes 
as well as other categories of recipients. The Social Services 
block grant, in contrast, relaxes some of the targeting provisions 
of the older Title XX Social Services program. 

Three of the six new grants with low income targeting provi- 
sions prescribe specific income limitations. Firsts the Low In- 
come Home Energy Assistance block grant generally^ restricts eligi- 
bility to households whose incomes are less than 150 percent of the 
State poverty level or 60 percent of ^e State median income, as 
well as those receiving AFDC, SSI, foo^i^tamps, or Veterans' and 
Survivors' pension benefits. Next, tlY&^s^ternal and Child Health 
grant provides health assessments, follow-up and diagnostic serv- 
ices, treatments, immunizations, and other health services to 
mothers who have children and whose incomes are below the nonfarm 
official poverty line, although other services authorized under the 
block grant are not limited to this class of recipient. Finally, 
the Community Services grant provides for 

"a range of services and activities having a measura- 
ble and potentially major impact on the causes of pov- 
erty in the community or those areas of the community 
where poverty is a particularly acute problem [and] 
. . . activities designed to assist low income par- 
ticipants \. ..." (Pub. l; No. 97-35, sec. 675) 

The legislation defines the poverty line as a criterion of eligi- 
bility in community services programs . 

The three other block grants with targeting objectives do 
not. define the eligibility of individual recipients as, specifi- 
cally. The Primary Care grant aids "medically underserved" popu- 
lations, defined by such criteria as ability to pay, infant mor- 
tality rates, and the availability of health professionals. The 
Elementary and Secondary Education block grant targets services 
to the "educationally deprived," which includes people with low 
incomes and migrants as well as handicapped children. Under the 
new CDBG small cities block grant. States must give "maximum " 
feasible priority" to activities that benefit low and moderate 



* income families or aid in the prevention of slums and blight but 
in some cases may channel funds away from these activities^ to meet 
other urgent cpmmunity needs. 

' The Omnibus Budget Reconciliation Act contains definitions 
of target populations but generally does not link these provisions 
tc5 mechanisms that States might use to" eichieve targeting, such as 
sub-State allocation formulas. Chapter 2 of the Elementary and 
Secondary Education grant is one of the few block grants enacted 
in^ 1981 to address the« connection between distribution formulas ^ 
^ and targeting. This legislation specifies that States will distri- 
bute funds to local education agencies according to their relative 
enrollments-, with the^ funds adjusted to 

"provide higKer per pupil allocations to local 
education agencies which have the greatest numbers 
or percentages of children whose education. imposes 
a higher than average cost per child, such as 
/- (1) children from low-income families, 

(2) children living in economically depressed 
^ urban and rural areas, and 
' ^ \ (3) children living in sparsely populated 

areas." (Pub. L. Nq. 97-35, sec. 565(^)) 

Hqwever, there is no requirement that the local education agencies 
* use these funds for these children. 

Three grants may make changes in their distribution formulas 
to .facilitat,e targeting. The Alcohol, Drug Abuse, and Mental 
Health, Maternal and Child Health, and Preventive Health and 
^^'^ Health Services grants require the Secretary of HHS to report to 
»the Congress on alternative' distribution formulas within one year 
after enactment of tAe Omnibus Reconciliation Act.' The Act in- 
^ structs the Secretary to take into account S-tate financial re- 
^ sources, which are likely to be influenced by the size of a State's 
l6w-inc%me population, and the number of low-income mothers and 
children . . 1 

* ^ Pr;ovis^ons requirT.ng grantees to fund previously supported 
^ ^^ro jects are another mechanism that may affect targeting in the 
f short rCin, although not always in the same directi^. Programs 
^ tiifet served lOw-income 'clients before a grant tool/ effect are 
. .likely to cdhtinue to serve them through organiza^fboti inertia. 
Ppr example, the Primary Care and Community Services grants re- 
quire grantees to maintain subgrantees * pre-blfeck grant funding 
\^ levels for several* fiscal years after the block grant's effective 
* date. Primary Care ^specif ies that grantees are .to receive 100 
percent of the previous fiscal year's funding in the first year; 
'grantees under Community Services are to receive 90 percent. The 
• Preventive Health grant and the Alcohol, Drug Abuse, and Mental 
H&ilth grant alsp provide that subgrantees are to continue to re- 
• ' / ceive funding in^.tHe first fiscal year of the grant but do not 
y/""^ specify the Vmount • , • 



■ERJC 



49 



One long-run imp^cation of these differences is thart as 
the States establish their own criteria for the^ form and content 
of annual reports, efforts to study targeting nationwide ^11 be 
impaired. In the past^ data reported by grantees tended to be 
the primary source for annual reports to the Congress and, thus, 
the bases for determining social targeting. In the future, un- 
less the States succeed in establishing comparable data collec- 
tion and reporting procedures in all relevant topical areas, the 
quality and scope of targeting data will vary from State to State. 
In the absence of uniform data, it may be difficult to determine 
the amount of targeting on a nationwide basis undei: these block 
grants. ^ 

SUMMAg^^ 



CDBG, CETA, and Title XX all have the objective of focusing 
services on the economically needy. A review of the data sug- 
gests that they in fact targeted services to their designated 
groups as shown below; 

— three of every four participants in CETA were economically 
disadvantTaged, 

— 54 to 66 percent or more of CDBG benefits were targeted 
to people of low and moderate incomes, and 

— about 79 percent of the primary Recipients of Title XX 
Social Services were eligible because of their low 
incomes. 

The failure to reach 100 percent targeting to the poor may indi- 
cate multiple legislative objectives rather than program deficien- 
cies, and therefore these figures are difficult to interpret. 

Another approach to studying targeting, possible despite 
some methodological problems with the data,' was to compare CETA 
and CDBG to their predecessor categorical programs. Thus, 

-CETA ghowed a slight decrease in targeting to the poor 
, under the block grant but, in general, the characteristics 
of, the j>eople served were similar, and 

— CDBG rehabilitation assistance showed better targeting to 
low and moderate income groups under the block grant in 
six of seven cities. 

CDBG was targeted more to lower income recipients compe^recj 
to selected curcen-t categorical prpgrams. While limited to onlj^ 
seven cities and examining only one componeiit of the CDfiG progr^miV 
the comparisons of housing rehabilitation assistance show that a 
median of 97 perc€mt of recipients of CDBG assistance had low and 
mocJerate incomes compar.ed with 70 percent under current categor- 
ical programs. 
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The data available also allowed us to examine change in 
order to determine whether or not targeting to. the poor dimin- 
ished. Data on income targeting for CETA and CDBG suggest no 
such decline in benefits to the poor. This could be interpreted 
as a strength of block grants or as a result of their recate- 
gorization • 

* 

With regard to targeting by race and ethnicity, there were 
no consistent differences between the block grants and the cate- 
gorical grants • 

Some of the same CDBG data illustrate the impact of the al- 
location formula on eventual targeting to low and moderate income 
groups. We found that data from 1979 and 1980 show that satel- 
lite cities and cities with low distress achieved less targeting 
of CDBG funds than central eities and high distress cities. 

The review of targeting for these three programs indicates 
that people with low incomes and people in minority groups have 
received services abovt equally often under block and categorical 
grants.. The reasons for these findings are less clear. Perhaps 
the existing clientele from the prior categorical programs help 
prevent dilution of targeting. Also, statutory requirements, 
imposed either by the State or by the Federal Government desig- 
nating who is to be served, whether generally or specifically, 
may have contributed to the targeting we have observed. There 
were numerous targeting requirements associated with the CDBG, 
CETA, and Title XX programs • 

Will the 1981 block grants yield similar findings? Some 
f-actors are common to the earlier grants • Six of the nine new 
block grants hav.e the objective of serving a disadvantaged cli- 
entele and specify in some detail who is to be served. One even 
incorporates targeting in its clistribution formula. In the short 
run, contyinuing to fund certain subgrantees at levels comparable 
to those, under the categorical programs' may have mixed effects on 
targeting. The progrants that previously served low-income popu- 
lations may, through inertia, continue^ to do so. 

A major difference between the old and the new blo<?1c grants 
is the more prominent rol6 of the States in 1982. States have 
^had power in the early block grants, but primary power was held 
by the local and Federal governments under CDfiG and CETA (except 
in b2ilance-of-State areas). 

The ability to draw conclusions at a national level about 
targeting under the new block grants requirea comparable national 
data. • Althojagh some voluntary efforts are under way. Federal 
agencies are nat requiring that uniform data be collected on the 
1981 block grants • In the absence of uniform data, it may be 
difficult to determine the amount of targeting on a nationwide ' 
basis under these block grants. 
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CHAPTER 4 

^ HAVE THERE BEEN SAVINGS IN ADMINISTRATIVE 



COSTS UNDER BLOCK GRANTS? 

The earlier and recently enacted block grants have fewer 
separate programs and Federal requirements than predecessor 
categorical grants. One reason given for creating block grants 
is that they impose a smaller administrative burden than the 
categorical grant-in-aid system. State and local administrators 
apf6 researchers have long argued that categorical grants entail 
^excessive paperwork, administrative complexity, and unnecessary 
(administrative costs. (ACIR^ 1978, pp. 4-5) By doing away with 
these constraints, block grants are expected to cost less for the 
grantees to. administer.^ l_/ 

Debate in 1981 on block grants highlighted the issue of 
their administrative cost. The Administration's initial propo- 
sals to create education, health, and social service block 
grants asserted that the administrative savings to be achieved by 
consolidating categorical programs would compensate for a 20 to 
25 percent cut in Fed^eral funding: 

"Because the new block grant legislation wouAd allow 
significant savings in program overhead and more ef- 
ficient service delivery due to the elimination of 
overlapping service responsibilities , this funding 
change need not result in a reduction of services." , 
j The President' s , 1981, p. 7-7) 

Other supporters of the 1981 block grant proposals were less 
optimistic in their estimates of cost savings, but many stated 
that fewer layers of administration, better State and local co- 
ordination of services, less overlapping in Federal regulations, 
less federally imposed paperwork, and better targeting of serviceff^ 
would lead to cost savings. (U.S. Congress, Joint, 1981, pp. 
106, 155, 175, 248) 

Six of the 1981 block grants set ceilings on the percentage 
of State administrative costs that can be financed with Federal 
dollars, and one prohib.ited the use of block grant funds for ad- 
ministrative expenses. The ceilings range from 2 percent to 20 
percent, with 10 percent the most common. Local officials had 
called for a uniform 10 percent cap on State administrative costs ^ 
hoping to lessen the effect of Federal budget reductions and to 
insure that the bulk of Fjederal funds would be available for ser- 
vices. Administration officials, however, had expressed some re- 
luctance to establish a uniform ceiling for health block grants 
because of variations in the administrative costs of the cate- 
gorical programs intended for consolidation. (U,.S. .Congress, 
Joint, 1981, p. 145, and Senate, 1981, p. 70) 
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In this chapter, we have tried to determine whether the 
consolidation of categorical programs into block grants reduced • t 

State and local administrative costs for the five block grants 
established before 1981* To do this, we tried to answer two spe- 
cific questions: 

— Did the earlier consolidations of categorical programs 
into block grants reduce administrative costs? 

— Do block grants generally cost less to administer than 
categoricals? 

In light of the Omnibus Budget Reconciliation Act's general 
reliance on ceilings on administrative costs, we also tried to 
determine whether costs are contained when fixed-percentage caps 
are imposed; Looking at the older block grants, we asked these 
specific questions: 

— Did caps on the earlier block grants keep administrative* 

costs down? V * ' 

— What other features of block grant programs affect ad- 
ministrative costs? ^ 

DID BLOCK GRANTS BEFORE 1981 
REDUCE ADMINIS TR ATIVE COSTS? 

Determining whether administrative costs were reduced by the 
creation of the early block grants is a complicated mefnodologi- 
cal problem for which the data are limited and of questionable 
reliability* 3/ We identified fewer than 10 reports that focus 
on administrative costs before and after program cbnsolidatio.n 
or on interstate differences in administrative costs between 
block and categorical grants* The small number of studies and 
the weaknesses in the data led us to review annual program reports, 
budget documents, data from Federal reporting systems, and stud- 
ies by Federal agencies and to interview Federal officials in an 
effort to construct additional national estimates of administra- 
' tive costs,* 

In developing reliable estimates of administrative costs, 
we found that some of the methodological weaknesses of the ear- 
lier studies may be repeated in all the available national data* 
(See appendix III for our discussion of these problems*) There- 
fore, we adopted a conservative approach in irfterpreting the data* 
Rather than place great weight on any single estimate, we tried 
to see whether^ two general patterns are discernible across the 
entire set of estimates: 

— earlier consolidations consistently reducing administrative 
costs, even though actual reductions might vary from grant 
to grant , and 
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— costs to grantees for administering block grants being 
consistently less, than costs to grantees for administer- 
ing categor icals. 

Has consolidating categoricals * 
into block grants reduced costs? 

Four of the five original block grants — CDBG, CETA, PHA, 
and Title XX — were created by consolidating former categorical 
grants, providing in theory an opportuni^'to exam-ine the effect 
of block grant consolidations on administrative costs. In prac- 
tice, however, these comparisons are not as informative as might 
be expected. The block grants bore only a slight resemblance to 
their predecessors. .PHA, for example, permitted grantees to fund 
a wider variety of health services, while CETA required prime 
sponsors to undertake planning and monitoring functions that had 
not been part of their earlier responsibilities. These and other 
changes may have had independent effects on administrative costs, 
but the data do not exist in a form that makes it possible to 
isolate them. 

What interstate data are available on administrative costs 
before and after consolidation do not exhibit a consistent pat- 
^"tern. In case studies of the PHA program in three States, charges 
to administration were relatively unchanged in two States by 
fiscal year 1971 and decreased in the third* State by fiscal year 
1972" compared to fiscal year 1967 ,' the last year of categorical 
aid. 4/ (Greenberg, 1981, pp. 15-8-76) 5/ According to a report 
on CETA by the National Research Council, administrative costs at 
State and local levels increased from an estimated average of 11 
percent of program funds spent to administer E)/e^ETA programs in 
fiscal year 1974 to 16.4 percent of funds to-^dmin'l^ter CETA pro-^ 
grams in fiscal year 1976. (Mirengoff and Rindler ,\978 , 
p. Ill) 6/ No studies of costs for befor^ and after TR^tle XX 
consolidation are available. 

In a HUD survey of all 880 entitlement cities under CDBG, 
local administrators' reports indicate that consolidation may 
have eased the administrative burden on grantees at first. Among 
respondents in the HUD survey, the majority of whom had had ex- 
perience with the pre-CDBG categorical grants, 41 percent per- 
ceived a decrease, 31 percent perceived no change, and 28 percent 
perceived an increase in application requirements in the first 
year of the CDBG program. (HUD, 1975, p. 4) More than 60 per- 
cent of cities that h^d participated in six or more categorical 
programs reported that CDBG decreased Federal red tape. 7/ When 

' the program was .fully implemented and into its second year, how- 
ever, reductions in paperwork were reported ^less frequently by 
local administrators. According to a HUD survey, after a year 

.^of experience with CDBG, 52 percent of communities that hhd par- 
ticipated in categorical programs reported more bookkeeping and 
paperwork requirements under CDBG than had been their experience 
under the categorical programs. (HUD, 1976, p. 162) Although the 
data are suggestive, they should be interpreted cautiously. 
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. inasmuch as opinion may be influenced by the respondents* expec- . 
tations of reductions in costs, their knpwledge of the categorical 
programs that were consolidated, and their experiences in the 
first year of the block grant. 

The data do not show a persistent trend* of a diminishing 
administrative burden. The costs and the burden did apparently 
lessen for the CDBG program, but there is also evidence that the 
consolidations had little effect on PHA and may have increasecj 
..-^e administrative costs and. burden for CETA. Differences in 
program activities before and after consolidation prevent us 
from concluding that consolidation did not reduce administrative 
costs. However, to mask a sizable reduction in administrative 
costs, the distortions other factors might have introduced 
in the direction or the magnitude of reported changes would 
have had to have been very large and would have had to under- 
estimate categorical grant costs or overestimate block grant costs 
consistently. 

Do block grants cost less to administer 
than categoricals? 

To determine whether there have been administrative cost 
savings under block grants , we analyzed the results of our work 
in this area in 1978 and agency estimates of administrative ex- 
penses under various categorical and block grants. 

gap's 1978 study of administrative 
costs 

In our 1978 study of 2 block grants and 70 categorical pro- 
grams , we found that on the average block grants were more costly 
to administer than categoricals. 8^/ In that study, we examined 
the proportion of total combined fiscal year 1975 Federal and non- 
Federal program funds spent for administering CETA and LEAA and 70 
(iategorical programs. The 70 categorical programs spanned eight 
different functions, although education and research programs 
made up abdut 70 percent of the sample. The study estimates 
showed that an average of 10.9 percent of program funds was spent 
to administer CETA and LEAA, compared with^an average of 6.2 
percent of program funds for categorical programs. The block 
grant percentages stood within the range of estimates for cate- 
gorical grants (from 0.3 percent to 28.3 percent), but 55 of the 
70 categorical grants cost proportionally less to administer than 
either CETA or LEAA. (GAO, 1978d , p. 17) 

These findings must be interpreted with caution. Variations 
across sites and programs were so great that the four percentage 
points of diff.erence between block grants and categorical pro- 
grams must be considered slight. Moreover, factors other than 
type of mechanism, s.uch as program size and number of administra- 
. tive levels, might have been in operation. If the granting 
mechanism acts independently of other factors that vary across 
locations and programs, it is difficult to discern in these data. 
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other estimates of costs to administer 
Federal assistance programs 

In table 13, we present estimates of the costs to grantees 
and certain subgrantees to administer categorical grants from 
data taken from annual program reports, budget documents, Federal 
reporting systems, and studies "by Federal agencies. According 



Table 13 

Percentage State and Local Costs to Administer 
Categorical Programs "a7 



GSA study b/ 

School lunch c/ 
Title I (Education) 
Work Incentive Program 
Headstart 

GAO study 

Maternal and Child Hea 
Sudden Infant Death Sy 

Education programs t^j 



Source: GSA, Administrative Costs in Federally-Aided Domestic 

Programs (Washington,. D.C. : 1975); <3A0, Better Manage - 
ment and More Resources Needed to Strengthen Federal 
Efforts to Improve Pregnancy Outcome , HRD-80-24 (Wash- 
ington, 1980). p» 153. and The .Sudden Infant 
Death Syndrome Program Helps Families but Needs Im - 
^ provement , HRD-81-25 (Washington, D,C, : 1981), pp. 

81-82; K. Baker, "Administrative Costs," draft paper, 
U.S. Department of Education, Washington, D.C. 1981. 

a/Reported Federal funds for admini-^tration divided by total Fed- 

~ eral funds for administration and direct services received by 
grantees and certain subgrantees. 

b/Includes actual expenditures and budgeted expenditures adjust- 
ed to approximate actual expenditures; indiyidual cost esti- 
mates are base.d on separate samples that differ in size and 
sampling procedure. 

c/It is unclear whether these estimates include non-Federal funds. 

d/Bas^d on budgete^l expenditures for 49 States and the District of 
Columbia as reported in a questionnaire. 

e/Based on budgeted expenditures for indirect costs for a univ- 
erse of 37 projec\:s. 

f /Based on budgeted expenditures synthesized from several sources. 



Cost Fiscal year 

• 

8.9 1973 

19.6 > 1973 

30.1 1973 

33.3 1973 

1th d/ 10.4 1978 

ndrome e/ , 13.0 1979 

Range 25-33 1980 



to. our earlier studies of health and welfare programs and studies 
by GSA and the U.S. Department of . Education , State and local 
costs to administer categorical programs ranged between 8.9 per- 
cent and 33.3 percent of budgeted Federal program funds. The 
three sets of estimates overlap. Our estimates (10.4 percent 
and 13 percent) are toward the lower end of the range in GSA's 
study ^ whi,le the Department of Education's estimates (at 25 to 
33 percent) are toward its upper end. 9/ 

In table 14, we summarize grantee and certain subgrantee 
costs,. as reported to administering Federal agencies, for two 
of the fiva block, grants. 10 / Some of the data in tables 13^ 
and 14 are not strictly comparable, since the data in table 14 
represent actual as well as budgeted expenditures and only one 
includes State and local costs. Failure to include local costs 
would ^lead Jto underestimates of costs. Moreover, changes in 
definitions of allowable administrative expenses and reporting 
biases fot individual grants may have inflated or deflated the 
figures artificially (as we discuss in appendix III). Neverthe- 
less, table 14 indicates that the average cost of administering 



Table 14 ^ 

Percentage Grantees' Charges to Administration 
Under Block Grants by Fiscal Year a/ 





1975 


1976 


1977 


1978 


1979 


^1980 


Mean 


CDBG. b/ 


12.0 


12.1 


12.8 


13.8 


12.0 


13.1 


12.6 


CETA c/ 


17.3 


16.2 


16% 4 


15.5 


17.8 


19.7 


17.4 



a/Administrative charges include direct and indirect charges to 
administration for personnel, travel, overhead ,^ ^planning , eval- 
uation, monitoring, and recordkeeping. 

b/Data represent grantees' budgeted expenditures for planning, 
management, and general administration under the CDBG entitle- 
ment program*; they were taken from HUD-approved grantees' appli 
cat;ions for funding, and do not represent actual expenditures 
for, administration. Under later HUD regulations, certain plan- 
ning" activities were charged separately. For consistency, we 
have included these charges in our definition of administration 
However certain types of administrative cost are not reported 
in this total. For example, certain expenditures in housing 
rehabilitation, such as for lawyers' and appraisers' fees, are 
considered to be service delivery expenses. 

c/Data represent grantees' and subgrantees' expenditures and were 
derived from the DOL Employment and Training Administration's 
Financial StJatus Report, as reported through the Regional Auto- 
mated System. 
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block grants at State and local levels (12.6 to 17.4 percent) 
stands within the range of expenditures estimated for categorical 
programs (8.9 to 33.3 percent) although at the lower end of that 
range. 

The national data on administrative expenditures funded 
through PHA indicate that State charges to administration aver- 
aged 9.9 percent between fiscal year 1975 and 1980,. 11/ As 
with the other figures, this is within the range reported for 
categorical programs. Case studies of the programs, however, 
suggest that the costs of applying for, allocating, and monitor- 
ing the PHA grant were as little as 2 to 3 percent. (ACIR, 1977c, 
pp. 150, 192) ' Because the PHA legislation did not restrict 
administrative expenditures to a set of statutorily prescribed 
services,. State health departments funded a variety of adminis- 
trative activities with PHA money. 

Categorical and block grant 
administrative costs compared 
across data sets 

In 1978, we found only a marginal difference between average 
State and local costs for administering block grants and for ad- 
ministering categoricals, with block grants costing slightly more. 
Other estimates based on agency documents suggest that State and 
local administrative costs were generally less for the block 
grants. It is impossible to reconcile this difference because 
of differences in the studies' scope and methodology. For 
example, in 1978 we reported expenditures of both Federal and non- 
Federal funds but the other agencies considered only Federal 
funds. Our estimates excluded one level of local administration 
(project operators) and included Federal agency costs; the esti- 
mates of the other agencies were confined to State and local ad- 
ministrative units. -Each of these items may influence the total 
reported costs. Federal funds are more likely to support admini-v 
strative activities, and local project operators' costs may be 
lower than those of administrative units at other levels (GAO, 
1978d, p. 17; Baker, 1981a, p. 1), but the data were not broken 
down in a way that makes it possible to determine how such fac- 
tors contribute to the discrepancy in the two data sets. 

Explanations for the patterns 
in the data 

The data do not reveal a consistent, sizable difference that 
can be attributed solely to the effects of the granting mechanism. 
Consolidating the categorical programs did not consistently reduce 
administrative costs. Even the lowest estimates of administrative 
costs for block grants are within the range of estimates for cate- 
gorical grants. 

The absence of a sizable reduction in administrative costs 
under block grants may be accounte<| for in a number of ways. 
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First, it may be very difficult to distinguish the effect of the 
grant mechanism from the effects of other factors. The number of 
administrative units and the dollar-^osts of the program may 
affect administrative costs independently. (GAO, 1978d, pp. IS- 
IS; GSA, 1975, apps. 2-6) tOBG and CETA had heavy planning and 
reporting requirements, which may have also masked the effect of 
the grant mechanism itself. Moreover, methodological weaknesses 
in the data interfere with the ability to document trends. Many 
are common to most of the data sources we reviewed (see appendix 
III). It is unlikely that all obscured differences between block 
grants and categorical grants, although some may have. 

Beyond this, there is some question about whether adminis- 
trative costs adequately reflect a program's actual administra- 
tive burden. It is conceivable that the block grants enacted 
before 1981 affected aspects of administrative burden that were 
not captured in the reported c6st measures. Thus, the data 
neither eliminate the possibility nor offer persuasive evidence 
that the earlier block grants reduced administrative costs and 
burdens. 

HOW WILL FIXED PERCENTAGE CAPS 
AFFECT ADMINISTI^TIVE COSTS? 

The Congress capped costs in six of the nine block grants 
enacted in 1981, prohibited the use of block grant funds for admin 
istration in a seventh, and recommended a ceiling on costs in. an 
eighth, as we show in table 15 on the next page. Except for the 
Elementary and Secondary Education grants, mo§t of the caps are 
10 percent or less, and all apply only to State administrative 
charges. They do not preclude the States from using their own or 
other Federal funds in administering the block grants. Data for 
State administrative costs for the earlier block grants are not 
available in a form that permits direct comparison to these ceil- 
ings. However, caps of 10 to 20 percent placed solely on State 
administrative costs may be generous, considering that the com- 
bined State and local expenses of the CETA grants ifanged from 

15.5 to 19.7 percent and the CDBG grantees' costs averaged 

12.6 percent. 

Early experience with 
administrative caps 

The experience of CDBG and CETA does not shed much liyht on 
the effects of fixed-percentage caps. Ea'rly CETA regulations 
fixed combined grantee and subgrantee administrative expenditures 
at levels at a maximum of 20 percent of Federal funds. Amend- 
ments in 1978 kept the ceiling intact. Amendments in 1978' to the 
HUD-Independent Agency appropriations legislation included, a 20 
percent ceiling on CDBG grantee expenditures. 



Administrative costs for CDBG and CETA did not exceed 20 
percent before or after caps were imposed (as we saw in table 14). 



Table 15 

Amounts of State Administrative 
CostsTuhded Through 1981 Block Grants a/ 



Community Development 

(small cities) 
Elementary and Secondary 

Education 
Preventive Health and 

Health Services 
Alcohol and Drug Abuse 

and Mental Health 
Primary Care 

Maternal and Child Health 
Community Services 
Social Services 
Low Income Home Energy 
Assistance 



Source: Omnibus Budget Reconciliation Act of 1981 Public Law 
97-35 f and United States Congress, House of Repre^nt- 
atives. Omnibus Budget Reconciliation Act of 1981> 
Conference Report 97-208/ Book 2 (Washington, D.C.t 
U.S. Government Printing Office, 1981), p. 790. 

a/This ceiling includes both administrative and programmatic costs 

at the State level. 
.b/The legislation provides that no more than $150,000 per State 
" can be spent in FY 1982 for planning. 

c/This figure is recommended in the conference report on the Omni- 
bus Budget Reconciliation Act but was not included in the pro- 
gram's enabling legislation. 



2% 

up to 20% of ch. 2 costs b/ 
up to 10% 
up to 10% 
0 c / 

up to 7.5% d/ 
up to 5% 
none specified 
up to 10% 



The CETA figures increased after fiscal year 197-8 but changes 
in program requirements may have been responsible for some of 
this rise. The CDBG data are similarly inconclusive, since 
the definition of administrative expenses changed -when the cap 
was imposed. 

Additional data on CETA administrative costs, however , raise 
the possibility that some of the actual cost of administration 
may have been^ reported as service delivery activities. Classroom 
"position** or staff costs stayed relatively stable between fiscal 
years 1975 and 1978 but increased dramatically in fiscal 1979 /the 
year that many changes in planning and reporting responsibilities 
took effect. Coincidentally , grantee and subgrantee costs ap- 
proached the ceiling for the first time in fiscal years 1979 and 
1980. It has not been possible to determine whether 'this was 
causal rather than merely coincidental. 
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> The CETA experience may indicate a larger issue: how a cap 
affects administrative costs may depend on its relationship to 
the true administrative burden. For example, if a cap is higher 
than the actual administrative costs, the liberal ceiling may 
encourage grantees to increase expenditures up to that ceiling. 
If the cap is lower than the actual costs, grantees may be en- 
couraged to report adKritnistrative expenses in some other category. 



Actual costs may depend on many things in addition to caps 
and granting mechanisms. Several characteristics belonging to 
Federal assistance programs may themselves influence the Ipvel 
of administrative costs. These include the number .and scope of 
Federal requirements, the number of administrative levels, the 
dollar volume of programs, and the type of service that is pro- 
vided . 

Federal requirement s 

The data on requirements for the five early block grants 
and estimates of costs to administer them illustrate the influ- 
ence of Federal requirements on administrative costs. Although 
the reduction of Federal requirements is a defining characteristic 
of block grants, the five pre-1981 block grants differed in their 
accountability requirements and were subject to more general Fed- 
eral provisions such as civil rights requirements. Thus, the 
nature and extent of the specific requirements imposed under block 
grants may confound or mask other effects of the grant mechanism 
and deserve attention in their own right. 

The data show- that, as Federal requirements increase across 
a block grant, grantees report that it costs more to administer 
the programs. Initial Federal provisions for planning, regord- 
keeping and reporting were greatest under CETA and least under 
PHA. The mean administrative cost for CETA was 17.4 perqent; 
PHA*s mean administrative cost was 9.9 percent, with case studies 
suggesting it might, have been even lower. 

Administrative costs may also be related to a ch^n'ge in 
requirement levels within any given program. Federal planning, 
recordkeeping, and reporting requirements for three of the five 
block grants tended to increase between 1975 and 1980; the 
increase was especially noticeable for CETA. Administrative costs 
also tended to -increase for CDBG, CETA, and PHA for most of the 
period between fiscal years 1975 and 1980. Thus, the level of 
requirements increased , and at the same time administrative costs 
at State and local levels also increased. 

That there may be a positive relationship between the level 
of Federal requirements and administrative costs is supported by 
data on the General Revenue Sharing (GRS) program and its ad- 
ministrative expenses. Federal provisions for planning, program 



Other effects on adm 




strative costs 
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design, and reporting are minimal under GRS compared to the 
existing block grants* Administrative cost estimates for GRS 
grantees are also lower compared to the existing block grants. 
Most studies of GRS program expenditures report that the cost 
for financial administration at non-Federal levels in the early 
years of the program' (fiscal years 1973-75 )*^^ ranged from less 
than 1 percent through 14 percent. (GAO, 1975a, pp. 7-8, and 
1973, p. 15; Caputo and Cole, 1976, pp. 56, 90-91) A later GRS 
report indicated that the average cost for general and financial 
administration in 1976-77 was only 5 percent of GRS program funds. 
(DOC/Treasury, 1979, p. 2) These reported charges to GRS admin- 
istration are considerably less than the average range of 9.9 to 
17.4 percent reported for block grants for fiscal years 1975 
through 1980. 

Caution must be exercised in interpreting these cost-related 
data, however, since administrative costs are not strictly com- 
parable between General Revenue Sharing and block grants. Admin- 
istrative charges reported for GRS are those of recipients* fi- 
nancial administrative offices, such as auditors, budget office 
staff, and so on. Administrative costs associated with specific 
functional areas were included in the cost estimates of those 
functions. Administrative charges reported for block grants in- 
clude both central support office costs and the cost o& adminis- 
tering specific activities. 

The relationship between Federal requirements and adminis- 
trative costs may depend on the type as well as the number of 
requirements. Reducing requirements that entail heavy paper- 
work burdens, such as for planning, for example, may reduce 
administrative expenses. Spending restrictions and monitoring 
provisions may help reduce costs by preventing grantees from 
spending block grant funds on administration unnecessarily. 
(Baker, 1981a) Studies of education programs indicate that charges 
to administration may be related to the immediacy of over- 
sight mechanisms. That is, proportionally more Federal funds 
than State and local funds' were spent on administration. This 
suggests that grantees may hesitate to use money for purposes ^ , 
that are hard to justify when they know these expenses will be 
monitored by their immediate constituencies. 

The number of administrative levels 

Assistance programs can be characterized by the number of 
intergovernmental levels that perform adminj^strative functions. 
These may include all or any of the following: 

—Federal agency headquarters and field offices, including 
regional offices or area or district offices within a 
State; 

4 

— regional. State, or sub-State agencies; 

— county or city agencies and private Nonprofit organizations; 
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— projeqt operators, including entities at any State or 
local level that actually^, provide services to benefici- 
aries. , ' 

Our 1978 stydyof^O categorical programs showed a tendency 
for administE-ative. GO^ts to increase ^^.s the number of, administi?a- 
tive levels increases, although the data were insufficient to 
establish a causal relfCtionship, ^Categorical programs with more 
than two adminiateriog levels were inore costly than programs in- 
volving one or two administrative levels above that of direct 
service provider. (GAO^ 1978d, pp. 'l5-16, 31) 

The dollar V^lue of programs 

fiiNj>t'oportion of funds spent on administration tends to de- 
crease as^he dollars actually spent in providing services in- 
cre^es. Ihvl978, our data revealed that programs that awarded 
less than $15\miriion to recipients had a higher percentage of ' 
administrative \:osts compared to programs with larger expenditure 
volumes. ,(GAoAl978d, p.. 15) -The GSA study , also showed that 
adminisjtrative cysts decreased as program size increased. Tliis 
may be explainedNby economie.s of ;scale iVi administration once a 
certain tbreshdldNof program size has b.eten reached*. 

The type of sesvice 



'the type of service a program provides may affect adminis- 
trative costs. In our 1?78' study bf categorical 'grant.s , we 
fqlind wi^e variation ip., administrative costs by service type.^ 
FoV Vexampj t^/ congervanion programs^dr, fores. t management and 
fire controlNaveraged yl7 percent admihistrative costs while 
emploj^ent pro^^^^aips^ 1.5 percent. (GAD, 1978d',*p. 32)^ 

This phenomenon ^ms be^n generally acknowledged among Federal 
and State administrators alike. . 

INFERENCEg , \ ' 

♦I 

fexperience with fixed-percentage caps on .aJm.inistratiVii^ 
costs do not conclusively reveal whether they reduce costs. 
Moreoyef, other characteristics of the programs exerC powerful 
influences on administrative costs but not always '^in the same 
direction.. Federal requirements and the number o^ levels of 
administration are two that aref^related directly to block grants. 
To the ej^tent^that the new block grants actually lighten the 
burden of,* Federal requirements and ^iioinish ■ the number of levels 
of Administration, they offer the S^a^es an opportunity to reduce 
administrative costs, if the States choose to use if. Increases 
in State requirements^ however, may offpet this potential for 
cost reduction. A third program chard:cteristic ,* the program 
funding level, is related indirectly to block grants^ Consoli- 
datioji of programs with small funding levels has been linked 
*to some administrative cost savings,- but. the effects' of merging 
larger programs is unknown.^ All these characteriaticso, indepen- 
dent of cost^caps, may potentially reduce the* admir^strative 

. 4^ ' ^'f ■ 63 ■ , • V,; • 



costs of the 1981 block grants. In addition, variability in the 
definition of administrative expenses may obscure the effects of 
any cap. It remains to be seen whether costs caps actually 
reduce administrative costs. 

The circumstances in which the 1981 block grants were im- 
plemented may make it difficult ever to fully document the extent 
of administrative cost savings at the national level, however. 
Current HHS and HUD regulations, for example, have given grantees 
responsibility 'for determining the form and content of annual 
reports submitted to Federal agencies, thus leaving to the gran- 
tees* discretion whether and how to report administrative expen- 
ses. ".The bulk of the data on pre-1981 grants in this chapter was 
first reported in grantees' annual reports, and we could not have 
done this analysis without thi s information . 

f 

If reducing State and local administrative costs remains a 
goal of block grants, other me^ns of effecting costs- may deserve 
further eocplora'tion. One might be a Ceiling that differs from 
grant to grant, the percentage to be determined a formula that 
adjusts for differences in the burden imposed by Federal require- 
ments , program size, and the number of administrative units. (It 
should be recognized, however, that in the absence of a standard 
definition of administrative cost, the nationwide effect of any 
statutorily imposed cost cap will be difficult to assess.) Another 
means might be to reduce the number of Federal- requirements, rec- 
ognizing that this might require a tradeoff between administrative 
co&ts and accountability to the Federal Government. 

SUMMARY . * 

Doe's consolidatin^^«tegorical programs into block grants 
reduce administrative S^ts appreciably? Does establishing 
fixed percentage caps on costs? An examination of administra- 
tive cost? before and after consolidation and general comparisons 
of administrative costs between block grants and categorical pro- 
grams have revealed no conclusive evidence to support the claim 
that the earlier block grants led to sizable reductions in 
administrative costs — that is, cost saving of 10 percent or 
more — although they do n^t eliminate the possibility that some o 
cost savings did emerge. The cost reductions that resulted from 
consplidating categoricals were relatively small and, in some 
cases, administrative costs increased after the block grants were 
created. In a generafl compariiSon, administrative costs for block 
grants fall within the range of administrative costs for categori- 
cals — or, at least, toward the lower end of that range. 

The relationship between administrative costs' and th^a^^^type - 
of granting mechanism may^be obscured by ^ . \ 

— ot'her factors, - ' , ' 

' — significant problems in the cost data, and • 
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— inadequacies in cost data as a measure, of administrative 
burden. * ^ 

Nevertheless/ the absence of a sizable reduction in administra- 
tive costs under the pre-1981 block grants is worth noting. . . 
Despite weaknesses in accountin'g procedures, in data collection 
procedures, and in jnethodology , the possibility is remote that 
these anomalies in the cost data consistently favor one granting 
mechanism over another and thereby distort the results of the analy 
sis. Were these weaknesses a cause of major error, data for both 
mechanisms (block grants .and categor icals) would be. distorted in 
roughly the same manner since they are not generic to a particu- 
lar mechanism. Serious distortions in the individual estimates 
should tend to cancel out in a comparative analysis. 

Our findings show that many things affect administrative 
costs separately. For example, the percentag'e costs increase 
with an increase in Federal requirements and in the number of 
administrative levels and decrease as the program's budget grows. . 
Costs also vary with the type of service that is delivered: Each / 
of these individual factors is at work in many of the 1981 bloft^ y 
grants, and any of them may lead to cost reductions that were not 
apparent in the earlier grants; However, variations in how al- 
lowable administrative expenses are defined may obscure their 
effects. ^ Costs are affected by so many variables that a fixed 
cap ^cross the board may not be effective in the long run. 
Variable caps may deserve further consideration. ^Alternatively, 
a reduction in the number of Federal requirements might lower the 
administrative costs of block grants but not without a tradeoff 
in. accountability to the Federal Government-. * 
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WHAT EVALUATIVE INFORMATION 

HAS BEEN AVAILABLE TO THE CONGRESS 

UNDER BLOCK GRANTS? 

In this chapter, we examine Federal program evaluation by 
the administering. -agencies as an accountability mechanism under 
each 'of the ^five orig^al block grants. We describe the types of 
block grant evaluations that have been conducted and explore the 
variations in these evaluation efforts. We show that the block , 
grants enacted in 1981 provide a strong role for the States, not' 
requiring the Federal agencies to assume as active a role in 
evaluation as they had in the past. We draw on the experience 
of federally led evaluations to identify potential issues in the 
performance of State-led evaluations. 

The scope of the term "evaluation" is so broad that we set 
some boundaries. Evaluation for the pre-1981 block grants in- . ^ 
eludes the systematic assessment of the process, operation, or 
impact of the block grant programs. Our scope is nationwide in 
the sense that the unit of analysis or interest is each block 
grant. Thus, we excluded . pro ject -level evaluations. We also 
excluded all evaluations of block grant programs that were not 
at least partly sponsored by the Federal administering agency, 
but we have included both int^ernally and externally conducted 
work. We excluded activities of inspector.s general. We included 
agency management information systems because the capacity to 
^ track awards, services, and participants is critical for other 
evaluation activities. 

THE E?CTENT OF FEPERAL AGENCY BLOCK 
GRANT EVALUATION 

Evaluation efforts varied widely among the five block grants. 
The two most extensive evaluation programs were for CDBG and CETA. 
Evaluation funds appropriated for CDBG have averaged about $2.6 
million annually. About $11 million per year was -spent for Mf* 
evaluating* CETA and other employment and training programs. Title 
XX evaluation was rfiuch more modest, emphasizing support for State 
evaluation efforts and, therefore, outside the scope of our in- 
quiry, its evaluation funding dwindled over time from $1.5 mil- 
lion in each of the first two years to $0.5 million in fiscal 
year 1981, representing a minute percentage of Title XX' s $2.9 
• billion overall budget. 

LEAA h^ no evaluation program of the type we examined here 
^except for: the LEAA management information system and one or two 
other studies. LEAA made many awards for evaluations of inter- 
vention strategies (such as pretrial release projects) without 
regard to funding source, for evaluations at the projects or 
State level, and for evaluations of discretionary grant iprograms . 
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We excluded these because they were not specifically evaluations 
of the LEAA program, were not nationwide in scope, and were not 
evaluations pf a block grant program. 1^/ 

The Partnership for Health Act never had an evaluation 
program. It supported a health reporting system but PHA funded 
only two evaluation studies and there was no PHA evaluation office. 
(ACIR, 1977c, p. 31) 

MAJOR AGENCY EVALUATION ACTIVITIES 

^ There are three broad categories of Federal evaluation 

activities for the block grant programs — process or management 
evaluations, evaluation through management information systems, 
and impact or effectiveness evaluations. ^ 

Process or management evaluations 

Process or manageme;it evaluations have addressed a variety 
of block grant issues. At the most global level, CETA helped 
fund a comprehensive evaluation, although the primary funding 
came from the Ford Foundation. .The final report explored the 
interrelationship of the various objectives and titles of CETA 
and examined targeting, program outcomes, program choices, and 
quality. (Mirengoff and Rindler, 1978) The LEAA block grant 
program .study, funded in part by LEAA, was conducted by the 
Advisory Commission on Intergovernmental Relations. Like others 
in the ACIR series, it examined the legislative history, imple- 
mentation, and funding of LEAA for 1968-75. The study emphasized 
the planning function as organized through mandated State planning 
agencies, and regional planning units. ACIR used national surveys, 
case studies in ten State?, and a review of grant applications 
and other data. 2j ^ 

The HUD ani^ual reports on CDBG, while lacking the perspective 
of External analysis and recommendations, constitute a comprehen- 
sive review of a block grant program. Relying heavily on statis- 
tijPs, the reports* attempt to measure progress toward national and 
ogram objectives. The reports also describe implementation and 
reaction to regulations and policy issues — neighborhood targeting 
of funds, initiation of economic development projects, and the 
like. Substantial descriptive information on obligations and (dis- 
bursements and on program strategies and activities is provided. 

» 

In addition to evaluations with global perspectives on a 
block grant, there have been other evaluations with more limited 
objectives. A detailed study of the allocation formula for block 
grant ^unds W^s undertajcen for CDBG as part of a long-term evalu- 
ation Icontract with The Brookings Institution. That Sinalysis , 
i<?entified specific problems with the CDBG allocation formula 
after examining how the formula worked, prior allocation patterns, 
and clyanges in allocations. (Nathan; 1977) Nine alternative 
fornyulas were presented, iacluding the "dual formulSi" — a calcula- 
tion of allocations under two separate formulas with the actual 
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allocation for any given community being the larger amount. The 
Congress enacted the dual formula after some modification by HUD. 
This provides an excellent example of how block grant evaluation 
results can be useful to the Congress. (DeLeon and LeGates, 1978, 
p. 25) , ' 

CETA's long-term efforts to develop performance standards 
represent. a unique although still untested form of management 
evaluation under the block grant concept. The CETA amendments 
of 1978 required DOL to establish performance standards for each 
prime sponsor. To comply, CETA has been developing quantifiable 
measures ^f performance with which to assess the 476 prime spon- 
sors while accounting for differences in their circumstances — ^ 
the characteristics gf the people they serve, kinds of services 
they provide, and local unemployment rates. V The intention 
is to enable the system, once it has been developed, to give' 
rewards and sanctions, including the ultimate sanction of termin- 
ation or nonrenewal of contracts. Employment and training legis- 
lation that is now pending provides for the Secretary of DOL 
to set performance criteria and for the States to set their own 
standards within the range provided by the Secretary's criteria. 
The pending legislation does not specify with any degree of 
precision what these criteria should be or how they should be 
applied. In a climate Of minimal Federal regulation, the effec- 
tiveness of the performance standards would depend largely on 
the initiative of the States. 

In another study of CDBG under 'tfVie Brookings contract, the 
evaluators attempted to determine for the first two program 
l^^rs . "What did CDBG funds enable recipient governments to do 
that they would not otherwise have done?" They analyzed three 
categories of fiscal outcome: 

— stimulation — new spending for operations or capital 
projects ; 

— program maintenance — ongoing programs that without CDBG 
funds would have been cut back or ended; and 

>' 

— substitution — the substitution of CDBG funds for money 
that communities would otherwise have spent on similar 
activities, thus enabling communities to reduce or stabil- 
ize local taxes, avoid borrowing, or increase fund 
balances. (Nathan, 1977, pp. 246-47) 

The analysts found that stimulation and program maintenance were 
far more prominent fiscal outcomes the^n substitution. The fact 
that CDBG funds represent "old" money (and hence ongoing projects) 
in "new" form made these results plausible. ' . < 

Tracing block grant e^cpenditures to identify funds, activi- 
ties, and service recipients was not always possible for PHA 
partly»vbecause of the small size o£^ PHA grants relatiVe to^ total 
Federal and State expenditures, and , partly because' of^ the lack of. 



adequa^te reporting arid other accountability provisions. (ACIR, 
1977c, pp. 73-75) In a 1975 study of PHA and related programs, 
we found in one State that 
# 

"a substantial amount of Federal funds . . . [were^ 
allocated to specific programs by the accounting 
department, for administrative convenience. Some 
program managers, however, were not aware that Fed- 
eral funds were allocated to their programs." 
(GAO, 1975b, p. 12) 

Management information systems ' 

Management information systems can address questions on the 
amount of .assistance available, the number of recipients served, 
and the types of activities funded. LEAA had difficulty in 
reporting on the use of its funds. It therefore created a manage 
ment information system to trace its expenditures. HUD has tab- 
ulated a sample of local applications to produce an annual report 
on the intended uses of CDBG funds. CETA has employed both a 
management information system and a more detailed sample survey 
system, the Continuous Longitudinal Manpower Survey, or CLMS. 4/ 

PHA removed the Federal controls from its minimal data 
collection efforts by not requiring common statistical reporting 
across States. The information collected in the Health Program 
Reporting System came from self reports by the States in such a 
form that services, recipient categories, and other items were 
, uniquely defined by each State. At least initially, ,the data 
could ijjgi^ be meaningfully summarized nationally to describe the 
overall PHA program. It was not possible to give the Congress 
accurate information on how PHA funds were used. We discussed 
Title XX *s management information system, called Social Services 
Reporting[ Requiremente^^iri' chapter 3 . 

Impact or . effectiveness evaluations 

Effectiveness evaluations of the CDBG and CETA block grant 
programs have been undertaken. The Continuous Longitudinal 
Manpower Survey provided the basis for an extensive effort at 
measuring the effectiveness of services delivered under CETA^s 
various titles. We reported on its results in detail in our 
report on CETA adult services. ' (GAO, 1982) 

CD^G is undertaking an extensive evaluation 'of community 
development strategies, concentrating on the impact of different 
strategies at the neighborhood level. 

Block grant programs differ with respect to tjhe technical 
and procedural barriers to the successful completion of effec- 
tiveness evaluations. The issue of impact or effectiveness is 
crucial and LEAA, for examplle, was weakened by its inability * 
to document either the overall impact of federal funds or'^its 
successful programs and strategies. (Q^O, 1978a, p. 74) 
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EXPLAINING THE VARIATIONS IN FEDERAL 

EVALUATION ACTIVITY ^ , ^ ' 

> With the possible e^cceptioTi of the first years of PHA, 
federal agiencies were authorized to evaluate the early block 
grant programs either under the block grant legislation or as* 
part of gener.al authority to evaluate agency programs. For' 
ex'ampld, the Title XX legislation provided that "The Secretary 
[of ilHS] shall provide for tHe confinuing^ evaluation of State ' ■ ' 
programs." (Pub.- L. No. 93-647^, sec. 2006(a)) Under CfeTA) not 
only the authority but some specific, tespoasibilities for the 
Secretary of DOL were delineated: ^ 

"The Secretary shall provide for the continuing eval- 
uation df 'all programs and activities conducted pur- 
suant to this Act, including, their cost in relation 
to their effectiveness in achieving stated goals, 
their impact on co.mmunities and participants, their ' 
implicat^ion for related programs, the extenj: to which 
they meet the r;ieeds of persons of various ages, and 
the adecjuacy of the mechanism for the delivery 'of 
services. In j^onducting the evaluations called tax 
by this subs>rctian , the Secretary shall compare the 
effectiveness of j^ograms conducted by prim^ sponsors 
of the same class, of different classes, 'afra shall 
compare the effectiveness of programs conducted by 
prime sponsors with similar programs carried out by ' 
the Secretary under section 110, or under title III. 
He shall also arrange for obtaining the ppinions of 
participants about the strengths, and weaknesses- o.f 
the programs." (Pub.^L. No. ^3-203, sec. 313(a)) 

While legislative authority for evaluation may be similar 
across block grants, there are several fa(?tors that explain the^ 
reasons fori^the differing levels of Federal evaluation activity- 
across the *f ive block grants.. First, the historical involvement 
of agencies in , evaluation is a factor that influences the informa 
tion that is available tc\ the dongress. For example, the pres- 
ence of an active evaluation unit within^ the administering agency 
^t the time the block grant was enacted probably explains the 
relatively extensive evaluation work und<hr *Ct)BG ^nd CETA. The 
fact that LEAA was a new program and a pew agency meant that 
it had no existing evaluation caparbility at its' outsets The' 
^connection to^ DOJ gave it few links with established ©valuators 
since DOJ did not have the history other ag^encies had in admin- 
istering Federal grant programs. Congressional disillusionment 
with LEAA^s failure to use its evaluation authority actively 
led to 1973 and 1976 legislation mandating evaluation activi.ties. 
(GAO, 1978a, pp. 64-66), * , \ . 

Second, the availability of funds to support Federal eval- • 
uatipA was soirtetimes a limitation*. - The experience of Title XX 
evaluarfrion is particularly instructive In this r.6*garS. The 
expansion of the predecessor programs to Title XX led to the j 
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enactment in 1972 of a cap on appropriations of $2.5 billion. 
In the absence of fund's earmarked for evaluation / evaluative 
activities had to compete wi.th other functions. Federal Title 
XX evaluation expenditures dropped from $1.5 million to $0.5 
million by fiscal year 1981. 

A third reason ^as to do with the agencies' view of account- 
ability ^nder the block grant mechanism. The ACIR study of the 
Partnership for Health Act documents how HEW, although experienced 
as an agency in program evaluation and accountability, adopted, a 
passive mode of administering PHA that created little m.otivation 
for information, oversight, or Federal evaluation activity. 
According to ACIR, HEW' s approach to PHA evaluation was sympto- 
matic, or illustrative of an ultimate lack of interest in the PHA 
program. -(ACIR, 1977c, pp. 31-33) 

The abili.ty to evaluate a block* grant program is funda- 
mentally tied to an ability to identify its grai^tees, the amount 
of assistance.it provides, the recipients it serves, and the. 
activities, it funds. An agency's view of its accountability 
function is intrinsically related to this capacity to track the 
program and thus, by, its tracking decisions, ^n agency sets the 
limits- on . its ability to evaluate* the program. LEAAV illustrates 
how an increased congressional concern about .accoun-tabil ity and, 
specifically, weaknesses in an agency's ability to report on 
uses of^Federal funds can le&d to the adoption of a. management 
information system. PHA illustrates how a limited accountability 
function leads to an inability to 'track funds and a generally 
diminished evaluation capability. 

The extent of Federal evaluaticm activity in block grants * 
is intertwined with perceptions o^ an accountability role (or 
lack of such a role), the existence of a minimal data "base to 
facilitate evaluation, an existing evaluation capability, the 
authority to conduct evaluations, and fxinding resources. ^ 

Filially, some of the differences amdng Federal agencies in 
their evaluation approaches may lie jLn differences in the role^ 
of States. The fact that the States had a relatively limited 
role in CDBG and^ in CETA (except in "balance X)t State" areas) 
may have , strengthened the agency view that it had ^ r6re iji 
evaluation as well as the accountability function in general. 5^/ 

WHAT EVALUATION REQUIREMENTS / ^ ^ ^ 

HAVE BEJEN IMPOSED BY THE^NEVT 

BLOCK GRANTS? ^ ^ . 

With some exceptions, the 1981 block grant legislation does 
not spell out the role of administering agencies in evaluation and 
generally places specific evaluation responsibilities oh the 
States. Three programs have provisions describing the administer- 
ing agencies' roles in any detail. (5/ The CDBG small cities 
grant provi(|es that ^he Secretary is tp conduct annual reviews to 
determine whetherlthe activities of grantees are in accordance 



with statutory requirements and whether the grantees have 
cbntinuing capability , to administer funds. The Elementary and 
Secondary Education provisions instruct the Secretary to offer 
guidance in conducting evaluations but not to issue regulations 
for these activities. Under the Social Services block grant pro- 
visions, the Secretary must develop and report to the Congress on 
criteria an^ mechanisms useful for the States in assessing the 
effectiveness and efficiency of their programs* The provisions 
do not state whe^ther these criteria are to be adopted by grantees, 
nor do?s the leg^islation contain provisions for Federal agency 
evaluation that were present in Title XX. 

State evaluation provisions appear in the majority of the 
new grants, but the language of the evaluation requirements . 
varies considerably. At one extreme (Community Services and Low 
Income Home Energy As sisJjrice4-r-^^tiTe^ States must monitor perform- 
ance. 'At the other extreme (Elementary and Secondary Education), 
local agencies must conduct ejjj^f^ctiveness evaluations that employ 
objective measures of performance and determine whether improve- 
ments in performance can be sustained over time. Many of the 
other grants specify that the States should conduct "effectiveness 
evaluations*" ^ * 

* t# 

Two of the new heal.th block grants (the Preventive Health 
and Health Services grant and the Alcohol, Drug Abuse, and Mental 
Health grant) are particularly noteworthy in requiring the States 
.to use e>jaluation findings to determine the eligibility of public 
health programs and community mental health centers for, funding 
in subsequent fiscal years* None of the earlier block grants had 
initially provided for the use of ei^uation findings and only 
CETA began to develop such an arra^em^nt. 
* 
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New issues may emerge as the States begin implementing their 
evaluation responsibilj.ties under the 1981 Omnibus Budget Recon- 
ciliation Act. Evaluation activities are considered to be admini- 
strative, costs under the fllementary and Secondary Education and 
under the^ Social Services block grants* Whenever ceilings on 
State administrative costs include evaluation activities, evalua- 
tion must compete for limited funds with planning, program devel- 
opment, and other activities. This competition, in the absence 
of funding from State sourqes,,is likely to pi?oduce substantial 
variation ih^ the scope and nature of evaluation activities from 
State ^to State* ' ^ ' - 

When evaluations and audits are regarded as progtam activi- ' 
ties, they compete With other,, more established activities for 
increasingly limited .funds* The Federal history of evaluating 
several block grants indicates that the scope and the cost of 
•evaluations are' likely to vary with the degree to which there are 
permanent.j^valuation units and sufficient personnel to Handle^ 
the increasedi workloads. This will be the first experience^ of ' 
the Stiates'in conducting evaluations of some features of the 



conununity , services, health, and community development programs. 
Consequently, State evaluation costs can generally be expected to 
increase. 

Following-^from the emphasis on State responsibility for 
evaluation is the likelihood of a diminished ability to assess 
the cumulative effects of block grants across the Nation. Two of 
the new block grants (Elementary and Secondary Education and 
Social Services) permit th,e Federal Government to *6f fer guidelines 
or criteria for conducting effectiveness evaluations. None of 
the new grants requires uniform national standards for evaluation 
or data collection., It is reasonable to assume that the 1981' 
block grant evaluatipn requirements will be .to direct efforts 
toward issues of pressing State concern. The evaluations that 
will result may be meaningful at the State level and may allow 
useful conclusions to be drawn about programs in individual 
States, but where the dat:a collected by States are not comparable, 
building a national d^ata/base with which to assess the effective- 
ness of program operations will be hindered. No agency provisions 
are toeing made for the collection of comparable data across the 
States. Some States are cooperating in the collection of uniform 
data in some topical areas but it is still too early to assess 
this effort. Meanwhile, HUD's system for collecting data nation- 
wide on the original CDBG program will have to be revised because 
of extensive chan'ges in the application process. 

Finally, views among the States of their accountability 
under block grants will affect evaluation efforts in a way that 
is independent of the questions of the comparability of data 
acrosa States. The Administration's policy of devolution of 
responsibility to the States may generate significant differences 
among the St^ates in how they define their accountability roles 
in the future. 

SUMMARY 

The Federal role in* evaluating programs under the five pre- 
1981 block grants varied across time and across grants.' CETA and 
CDBG had the most extensive evaluation program while funding for 
Title XX evaluation's dwindled. LEAA undertook few studies while 
PHA had essentially no national evaluation activities. 

CETA and CDBG conducted comprehensive management and effec- 
tiveness evaluations. There were efforts in the early block grant 
programs to establish comprehensive management infoAnation Systems 
that would provide information on the uses of Federal block grant 
funds. 

The degree of support for Federal evaluation activities 
diffeifed among the five block grants for several reasons: 

— the administering agencies had differing histories of 
involvement in program evaluation at the time the block 
grants were enacted. , 



— the amount of funds to support evaluation activities 
differed from agency to agency, and 

—the agencies' views of their accountability under the 
block grant mechanism differed. 

Indeed, PHA illustrates how a limited accountability function 

can lead to an inability to. track funds and a generally diminished 

evaluation capability. 

The new block grants are distinguishable from the old ones 
by their clear emphasis on placing responsibility for program 
evaluation at the State le^l. This emphasis makes it uncertain 
whether there will be an au^pritative source of nationwide infor- 
mation on (1) the nature of program operations, (2) the levels 
and types of services available, (3) the impact of programs on 
the problems they are intended to help resolve. 



74 



4 




ERIC 



CHAPTER 6 

SUMMARY AND OBSERVATIONS 

ACCOUNTABILITY REQUIREMENTS * 

Block grant funds are' defined partly by the fact that 

"administrative, fiscal reporting, planning, and other ^ 
federally imposed requirements are kept to the minimum^, 
amount necessary to ensure that national goals are being 
accomplished." (ACIR, 1977a, p. 6) 

However, the accountability requirements differed from grant 
to grant among the five block grants established between 1966 
and 1975. Moreover, 'amendments to their itij^i^ial legislation 
increased the number and complexity of their accountability 
requirements. Planning requirements continually increased for 
all block grants exdept PHA and Title XX, whose planning require- 
mehts remained stable and were reduced, respectively, over the 
life of the grant. Reporting and auditing provisions generally 
increased for all five block grants. 

The new blocks grants more consistently impose certain generic 
categories of accountability. A number of comparable planning, 
reporting, and auditing requirements appear in the legislative 
' provisions of all nine. Some of these are requirements that 

emerged as the earlier grants changed. This is particularly true 
with regard to recordkeeping and reporting. Other planning and 
expenditure provisions in the older grants were not retained in 
the 'new ones. In general, the new grants are more specific in 

J heir reporting and auditing provisions and have fewer planning 
iequirements and spending restrictions. 

Tl)9 tension in the ear»lier^*grants between insuring accounta- 
"Hatility and giving grantees fl^idbilit^;;^^ persist" ynider the new 
Jst^ogk grants. The OpiLbus jludget_Aecoli^U and the 

p<n.it:y ^oi'^the current Administration have sharply curtailed Fed- 
eral participation in block grant administrati'Sin T}\e Federal 
Govjarnment has chosen to rely- more heavily on accountability meri^ir:-, . 
" aniMii -^^iat qi^e a retrospective viey of program accdmplt'SBhmenta' 
\^amon others that might fnvpfe§^e3l»re directly in program. 
. c^'e^.si^m^^^C'T^endiiig on how these ate implemented, and de- 
Ending on the*^ scope and nature of the Stat'es ' voluntary efforts 
t0 establish and maintain common reporting systems, data collected 
across the Nation may not be* compai^able. This may affect the 
Federal Government's ability to ascertain progress tbward its 
national objectives, should' it choose to do so. 

TARGETING 

CDBG, CETA, and Title XX all have the objective of focusing 
services on the economically needy. A. reviey of the data sug- 
gests ,^hat! they in fact targeted services to their designated 
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groups. Three of every four CETA par ticipa'nts were economically 
disadvantaged, at least 54-66 percent of CDBG benefits were tar- 
geted to low and moderate income people , and abojJt 79 percent of 
the primary recipients of Title XX Social Services were eligible 
, becfiuse of their low incoines. The failure to reach 100 percent 
targeting to the poor may indicate multiple legislative objectives 
rather than program deficiencies, and therefore these figures 
are difficult to interpret. 

Another approach to studying targeting, possible despite 
some methodological problems with the data, was to compare CETA 
and CDBG to their predecessor categorical programs. Thus, . 

— CETA showed a slight decrease in targeting ^ the poor 
under the block grant but, in g^eneral, the characteristics 
of the people served were similar, and 

^ — CDBG rehabilitation assistance showed better targeting to 
low and moderate income groups under the block grant in 
six of seven cities. ' 

In short, there were no consistent differences between the block 
grants and the categorical grants in the targeting of CDBG and 
CETA benefits to lower income persons. 

The data were examined in order to determine whether ,or not 
targeting to the poor diminished over time. Data on income tar- 
geting for CETA and CDBG suggest no such decline in benefits to 
the poor. In short, congressional fears that block grants would 
proj^ide fewer services to the disadvantaged than categorical 
programs and that these services would deteriorate over time 
have not been realized. 

with regard to targeting by race and ethnicity, there were 
no consistent differences between the block grants and the cate- 
gorical g^-ants. " , . 

> 

It was possible to utilize some of the same CDBG data to 
illustrate the impact of the allocation formula on eventual tar- 
geting to low and moderate income groups. Data from 1979 and 

ri98S_ show .Itl^^S^t el lite cities ahd, cities with low distress 
achieved less targeting of CDBG funds than central cities . 

'and high distresis cities. When the law provides for targeting 
benefits to people with low and moderate incomes, ^ the allocation 
formula it specifies will be critical in achieving targeting. 

^ Block grants may be more compatible with the goals of sociaM 
targeting than has been assumed. Targeting can provide for who 
is to. J^e served by a g^ant^while leaving to the States o.r local 
authorities the decisions about what services or activities to 
offer. The former allows spme accountability for national ob- 
jectives^; the latter removes^^ederal influence from decisions in 
which lox:al officials may have greater*, expertise « Articulating 
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'and dividing responsibilities in thie way jnay make it possible' 
'to achieve social targeting with minimum Federal activity. 

> . , . 

iWili the block grants enacted in 1981 produce similar 
results? Six of the^ine have the objective of serving people 
with low incomes (among- others ) , and three of these specify in 
Some detail the categories of people who are to receive services. 
. 5ome prqvisions require the continuation of previously supported 
projects, which will have the effect of retaining whatever tar- 
geting record the categorical programs had achieved. , 



A major difference between the old and the new block grafnts 
is the moire pr:ominent role of , the States ii?^ 2982. States haVe 
had power in the early bl9ck grants, but ^i^J^ry power was hfeld 
by the 'Federal and local governments under CEm (with some excep- 
tions) arid CDBG. The new emphasis on State .authority could affept 
targeting, possibly producing grea^er^ariability between the 
States. ^ • \ ^ ' - ^ 

Th6 'new block grants contai^n reporting provisions, but the 
attility to ^draw conclusions at a national level about targeting 
requires- comparable nationwide data collection. Although some 
voluntary efforts are under way. Federal agencies* are not re- 
quiring that uniform. data be cqLl^cted on the 1981 block grants.^ 
In the absence of uniform data, it may be difficult to detjermme 
targeting effects on a nationwide basis under these block grants. 

• ' • ' 1 

ADMINISTRA TIVE COSTS J 

— ^ ' ' ' ■ ■ \ 

In this review, we found no conclusive evidence to support 
the clainrthat earlier block grant consolidations reduced admin- 
istrative costs, particularly when cost savings of 10 percent or 
morfe were considered. The cost reductions from consolidating 
categorical programs were relatively small; in sofce cases, admin- 
istrative costs inqreased. When we compared the administrative 
costs of. three block grant programs with thos'e of a sample ^of 
categorical' grc^nts, we fov^nd that black grant costs stood within 
the range of categorical costs but at the lower -^nd. 

The 'data do not . eliminate the possibility that the earlier 
block grants were administratiyfely less, costly or burdensome 
than* caVgoJ^icals,, but neither do they support the case persua- 
sively. Th'e problems that exist in the cost data — weaknesses in 
accounting procedures, in data collection, and in methodology — 
do* not- Seem to favor one* granting mechanism over another. In 
other words, none of «ie data on- the pre- 1981 block grants lead 
to the conclusion that dollar savings in administering block 
grants woulO/offset a sizable budget cut in program activities, 
' even though sipaller economies might result. 

Six Of the nine block grant/^ enacted in 1981 have caps on 
administrative cost's, but the S/tates are not precluded ^from 
using their own funds or .other/Pederal funds for administering 
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the block ^ants. 'They merely set limits of 2 to 20 percent on 
the amount of administrative activity that can be funded with 
Federal block grant dollars. Our findings from the history of 
caps under CDBG and CETA are not instructive. Significant other 
changes introduded at tlie same time that the caps were implemented 
obscure the analysi^g-^of any effects the caps may have had. 

The studies We reviewed did show/ however, that many factors 
in the cost of cidhiini^tering block grants may affect costs sepa- 
rately. .For examplfejas the number of requirements increased and 
as the number of le^^^s of administration increased, the propor- 
tion of funds spent for administration also increased. The'^'^m^l- 
ler programs seem to have cost more to administer. Tide types of 
service Jalso seem to have affected administrative costs Many of 
these faotdrs are present in the 196l block grants. Reducing cer- 
tain Federal requirements (such as for planning) and^ consolidating 
small categorical programs may lead to economies not seen under 
the previous grants. 

If the reduction of State and. local administrative costs con- 
tinues to be a goal of block grants, other mechanisms that affect 
costs may warrant further exploration. One such mech&nism is a 
ceiling that differs from grant to grant, the various percentages 
T to be determ.ined by a formula that adjusts for d if ferences .in bur- 
den imposed by Federal requirements, program size, ^and number of 
administrative units. 

Another approach woijld he to reduce the niimber of Federal 
requirements. The type of reg.ulation being eliminated would have 
to be coffsideredf since some types of F^eral regulation may ,re- 
*duce unnecessary administrative costs while others help •insure 
accountability. Imposing more requirements through the block 
grant legislation may help attciin national objectives and achieve 
accountability, but the price may be a reduction in State and' 
local flexibility and an increase in administrative cost. 



PROGRAM EVALUATION" 



The Federal role in evaluating programs under the five pre- 
1981 block grants varied across t^m'e and across grants. CETA 
and CDBG had the most extensive evaluation programs while funding 
•for Title XX evaluations dwindled.^ LEAA undertook few* studies 
while PHA had essentially no national evaluation activities. 

The degree of support for Federal evaluatipn activities 
differed among the five block grants tor several reasons: 

— the administering agencies had differing histories <>f 
involvement in program evalua*tion at the time the block 
grants were enacted, • ' 



— the amount of funds to supp^t evaluation activities • 
differed from ageocy to agency, and ^ I 
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— the agencJLes' views of. their accountability under, the . 
/ , block grant mechanism differed. 

Indeed, PHA illustrates how a limi/:ed accountability ^notion ^ 
can .lead to an inability to track funds an^ a general IXdiminished 
evaluation capability. • - . ^ 

. ^ The new 'block grants are* distinguishable from the old ones 
by their clear emphasis on placirfg responsibility for ^program ^ 
evaluation at the State level. If the history'lof the Federal 
agencies under 'the earlier^ block grants c^n be used to predict 
the problems that the States will encounter, we would exoect " 
the States to differ substantially in the manner and vig^r. with 
whi/ch they p^irsue, program evaluation. Varieties of s^r^l^gth in 
current evaluation functions smd perceptions about accountability 
may also^make for differences among thejiK FMnding problems- 
associated w,ith recent cutbacks in- Federal^ aid may sTiarply cur- 
tail State evaluations despite the mandate for State evaluation 
activities. , , ^ * 

5 , . . 

Tracking federally^ supported activities, recipients, and 
dollars is a major evaliiation functi-on. Whether Federal funds 
•suppoVt activities thalf advance nationSil objectives is histori- 
cally of central interest to tfie^Cong-ress . Tracking weaknesses 
-in the earlier block gl'ant programs aroused congressional, con- 
cewi and led ;:o the elation of rffatnagemeVit inf.ormation systems 
and other such mechanisms.. However the changes in Federal and 
State responsibilities for evaluation under the Aew block grants 
may hffve opened a gagB^in the ability to 'assess nationally how 
well block grant programs achieve the national objeQt}.ves that 
the leg'i^ lat ion Vas Resigned to address. 

Evaluation sysffems must be applied uniformly across the 
States if comparabl^^ data are t® be .collected and analyzed. 
At present-, thd Fedferal agencies are not requiring that uniform 
data be collected oh the 1981 block grants, -'although voluntary 
efforts are under way in soke ar^as. The availability of an 
authoritative future source of nationaj. information about (1) 
the nature of program operations, (2) the levels and types of 
service available, and (3) the effect of programs on the prob- 
lems they are intended to address , reniairis in dc^ubt. 

AGENCY COMMESTg / ^ s 
AND OUR RE SPONSE x • • 


Five agencjies — the Office of Management ai^Budge^fe and the 
t>.S. -Etepartments of , Education^, Health and' HumUpKt vices , Justice 
and ,L^or— commented^n a draft of this repor.t. ,A sixth agency — 
th« U.S. Department of Houdlng and urban D?velopmentt--did not 
offer .written response within the period provided £ot in PubUic 
^ Law 96-226. The agencies" generally characterised thi report as 
an informative and accurate description of experience under the 
five ear]^ block grants. i 
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0MB and HHS questioned whether experience under the early' 
block grants could be applied to the 1981 block grants,, but 
we believe th^t their position overstates the. devolution of 
responsibilities that occurred under the Omnibus Budget Recon- 
ciliation Act of 1981 • We discuss this and other comments i 
of the agencies in appendix VI, where we also reprint their 
letters* Where appropriate, we made the detailed changes sug- 
gested by the agencies • 



80 



APPENDIX I \ ' APPENDIX I 




DAN ftOtfrCNKOyrSKI. ILU CMAIRMAN 
COMMITTCK OH WAYS ANO MCANS 

A. L. iMULIIWI, MIMOWITY CM«r rTATF 
' dlWW HTTMOIt •TA^ CMMCTM 



COMMITTEE ON WAYS AND MEANS 

U.S. HOUSE OF REPRESENTATIVES 

WASHINGTON. D.C 2051$ « \ 

SUBCOMMITTEE ON OVERSIGHT ^ ' 

' ^ April 2, 1981 



Mr. Milton Socolar 

Acting Comptroll-et General » • 

GeneVal Accounting Office • ^ 0 ' 

441 G Street, N.W. ' . . * 

.Washington, D.C. 2054^ 

Dear Mr. Socolar: . 

The Subcommittee, on Oversight of the House Ways and Means 
Committee is currently reviewing the Administration's proposal 
to consolidate forty health and social services programs into 
four block grants-in-aid. Background information on existing 
block grant programs and on issues raised by the proposed consoli- 
dation would be valuable to the Subcommittee during^ its review. 
Initial discussions* between my Staff Direcljor, Erwin Hytner, and 
Assistant Counsel, Rusty Guritz, and staff from your^nst^tute 
for Program Evaluation indicated that providing the Subcommittee 
with such information would be feasible. 

The Subcommittee is particularly interested in*-identifying^ * 
the issues raised by the consolidation of categorical grants into 
block grants, witii particular emphasis on implications for pro- * ^ 
gram evaluation. It would be most helpful if t^e delineation of 
these isstiBS were based on a thorough review of previous experi- 
ences with block grants and an analysis of the requirements' for | 
effective evaluation of block grant pro^grams. ^ 

. « ^ ' / 

It would be most helpful if Institute members could brief 
my BtAtl or me on this work pertaining* tfo major evaluation issues 
and other issues and questions that havtf been raised about 
existing block grants by May 15, 1981. /Subsequent vA)rk, which ' 
would extend over a longer period of time, to address issues and 
questions in more depth would also be helpful. ^^^'^\, • / *^ 
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* • • . ; * MEtHODOLOGI''CAL DIFFERENCES - ' ' 

• : ' '■ 

* . •. ' in the studies of * ^ 

■ . " cdSg targeting 

. ^The UniveFsity of 'Pennsylvania study differs from, the others 
,'in 'th^t it examines only housing rehabilitfition assis^nce,^ 
The Pennsylvania study was the only one of the five studies that 
examined actual benefits to individuals. The others examined 
census^ tract 'data for areas in whicli activities had been planned 
and ba'sed decision rules for allocating benefits on th*e irjpome 
levels taken from the tracts. The Pennsylvania report examined 
a sample of 4,047 rehabilitated dwelling units intensively, 
' using available data and newly collected 'data . 

/■ 

SAMPLING 

Differences in sample sis&e, types of jurisdiction, and 
other selection procedures may explain gome of the differences 

•'among the studies. HUD used the largest sample, a stratified 
random sample of 151 entitlement cities. NAHRO used stratified 
but not random samples of 86 localities in fiscal year 1975 and 
149 localities in fiscal year 1976; under these cpnditions, the 
small differences between the e'stimates for the ^two years should 
not interpreted . The 4,047 rehajDilitated housing units in 
Pennj^lvatJia study were located in nine cities, which in turn 
were selected by means of complex factor and cluster analyses. 
Brookings* 41 jurisdictions constituted a convenience sample that 

jwas dictated in part by their proximity to Brookings data collec- 
tors. A full sample for tHe Brookings study would have been* 61 
jurisdictions, but. cens^^s tract data were not, available for urban 
counties and nonmetropolitan jurisdictions', and this forced 
Brookings to "eliminate them from the targeting analysis. 

The sample in our 197J5 study of 23 communities was selected 
judgmentally to provide a cross -representation of community size 
and geographic location in California^ Louisiana New York, and 
Texas .r ifhree of the 23 communities were urban counties with 
/-less than the average 55 . 5 percent of benefits targeted to low 
and moderate income families* Two of the three had no lower- 
income census tracts. 

'TIME ' ' • * 

In table 10, it is clear that the, Brookings and the HUD 
studies found modestly higher levels of targeting by fiscal 
y^ar 1978 than in ^fiscal 1975. Brookings found that the tar- 
getino incfeaiaed *in satellite cities rather, than central cities 
and imterpreted tftie cause aa being the additional, empjiasis HUD 
^ga^eMio sociaP.ttKrgeting 'starting early i» President Carter's 
Xamindst ration ( Dommel , 1980 , pp^ 164 , 167 ) 
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OTHER METHODOLOGICAL ISSUES . , • ^ 

/One difference the Brookings, HUD, NAHRO/ and our studies 
do not have is that all were based on methodologies that assigned 
income benefits to planned CDBG activities • To illustrate the , 
possible weaknesses of this method, we examine the Brookings 
research in some detail. Brookings estimated, the income bene- 
fits by determining the census tract of a]^ approved activities 
within a community and imputing Income beirefitd. x^Decision rules 
for estimating income benefits were established separately for 
ach ,^jil?ype/of activity. Housing activities were rassumed to 
enefit Ancome groups proportionately to fhe, census tract dis- 
tribution. If 80 percent of the residents of a^census tract 
had IQW and moderate incomes, then it was assume* that 80 per- 
cent oif the 6dBG housing benefits went to them. Since social 
service activities are intended solely for low and njoderate 
income families, 100 percent of benefits were apparently allo- 
cated to these income groups. The pfrocess .had these steps: 

1. 'disaggregating the application initially approved by 
HUD into individual activities and classifying each 
aptivity into one of nine categories (housing, social 
services, etc.) with associated cei^sus tracts* and dol- 
^lar amounts; 

2. allocating /CDBG benefits within each activity or program 
category to income groups u«ing the decision rules 
applied to census tract data as applicable; 

3. .Brookings field associate^ revising the allocation 
\if they disagreed with the decision rule) but giving 
' specific reasons 'based on their knowledge of the city 

and its particular CDBG programs. (Dommel, 1978, 
pp. 158-60) 

This method was creative but open to substantial error. The 
data were estimates of intended benefits obtained from grant 
applications HUD had approved, not from actual programs. 
Brookings pointed out that this procfedure excluded later HUD 
adjustments, locally initiated Changes, and program execution 
problems. (Dommel, 1978, p. 156) There are also numerotas oppor- 
tunities for error in associating activities with the cei;isus 
tracts. In addition, about one-fourth of grant funds were not 
allocated. The Brookings analysts assumed, however, that there 
was no -bias and that the benefits that could not be allocated 
were actually distributed ^the same as tftose that were. 

The 'decision rules constitute educated guea^ses about • 
allocating that may or may not be valid. Some errors will cafncel 
one another, but there could be a net underestimate or ove2^--^ . .J 
estimate of benefits to people' with low ^nd moderate incomes. 
Anothei? .source of error is the reliance on 1970 Bureau of the ^ 
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Census data in the mid-1970 *s. Finally, the data for 1975 and 
1976 were, reported originally fr<5m a •simpler model and later 
re-estima1:ed with the current modeJ.. It is wot clear how fre- 
quently ^|he necessary data were available for meaningful recal-* ' 
culation. 

/ 

I All the' oth^ Studies but Pennsylvania's used similar * 
methodologies. They were strictly quantitative and did not allow 
for field interviewers or others to override the statistical 
'allocation of benefits. Mo^. did not assign oenefits by activity 
type as the Brookings study did; instead, they based decision 
rules solely' on the Income of census tracts 'relative to the 
standard metropolitan area median irtcome. » ^ 
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METHODOLOGICAL ISSUES IN THE STUDIES 
I * " OF ADMINISTRATIVE COSTS 

r 

Our review of research on administrative costs and our 
effort to develop estimates of such costs have .brougnV to 
light a number of difficulties that weaken tKe calculation of 
coipprehensive and reliable estimates. These include 

—differing definitions of administrative activities and 
othjer accounting procedures; 

— inadequacies in data collection procedures; 

^ — weaknesses in sampling. 

These difficulties generally distort the estimates rather than 
bias them systematically, but the distortion can mask differences 
between grant types, especially when those differences are small. 

ACCOUNTING PROCEDURES • , ' 

Constructing estimates of l/lock grant costs has been ham- 
pered, by 

--the lack of a common definition of administrative cost 
for all grants; ^ 



•J-' 
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— ^problems at State and local levels arising from the 

commingling of funds from different graVts and a failure 
to report non-Federal funds spent for administration''; 

wt.the failure to measupfi^ systematically the costs to the 
Federal Government for grant administration. 

Foremost among th'ese is the lack of a common definition of 
administrative cost. ^ 

The variatidns in ^activities make it difficult to determine 
whether- a difference in costs betwjsen programs reflects a true 
difference in the leyel of effort required to administer them. 
Administrative activities and how they enter into cost estimates 
differ considerably across the Federal assistance programs. (GAO 
1978d, pp. 10-12, 18-20) For example, some define program evalua 
tion as an administr?itive activity; others define it as a program 
activity. Not all programs^ include indirect expenses (suc>{ as 
the general administrative, costs of grantees )^in their reported 
expenditures. Allowable expenses may change oyer time in any 
given program. * ' " ' 

Ideally, comparisons within and across programs should be^ 
based on comparable or the same categorioia. The grants we dis- 
cuss in this report, however, did not collect data on adjninis- 
trative expenditure^ by type of activity. In this arid in our 
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* * 

past reports^ we have thus been prevented from constructing 
comparable estimates from available data^ 

Another difficulty in developing accurate estimates stems 

from the fact that some^ budgeted charges to administration reflect 

an allocation of funds to administration • that has been based on' 

something other than the actual burden created by the program. 

The data on administrative ex'penses that we reported in table 14 

were obtained from State and local budget, documents and budget 

reports submitted to the administering Federal agencies. These 

budgeted expenditures may reflect strategic decisions to allocate 

funds to administration beyond the level necessary to meet the 

administrative burden created^ by the program. .For example, 

Greenberg (1981/ p. 179)"^found in a study 'of PHA that Federal 

funds were allocated to various activities ^ including administra- 

tion, according to^ the pertainty of funding, restrictions on the 

use of -funds across grants/ and a number of other criteria. Thus, 

a report of budgeted expenditures may be an undeifestimate or an 

overestimate of the actual. cost of adrtiini^tering' a program. 
* * 

Differences in accounting procedures from grant to grant 
also malce -it' difficult to isolate the uses of specific amounts 
of Federal assistance, in some* cases, funds from various pro- 
grams were pooled, or -commingled , *at State /and local levels 
and the programs were administered jointly. PHA, fon example, 
was not administered as a separate program in 48 States; its 
^ funds were merged with other revenues • supporting other State 
'and.lQCal health programs. (ACIR, 1977c, p. 45) When funds are 
commingled, the administrative expenses of any one program, as y 
with PHA, must be estimated. V Depending on the procedur^ used, 
estimates may overstate or understate the actual administra^tive 
burden created by the program. 2/ . 

Finally, the accounting procedures that grantees use and 
the requirements , imposed on them for^eporting do not insuW5 
that all the funds they spend in administering the programs 
are systematically included in their program reports. States 
and localities may spend non-Federal revenues and t*ederal funds 
other than program funds to cover their administrative expenses. 
No' provision requires them to report 'on these expenditures. ^As 
a result, we cannot l^e sure that the expenditures^ that have been 
reported include all administrative expenses Or that they are 
accurate estimates of admifiistrative intensity. Thd LEAA block 
grant illustrates this problem. Analyzing reported fiscal year 
^1976 administrative expenses, ACIR pointed to an additional 
2 percent of L^AA funds and tp additional money spent from State 
revenues oven^and above the li.5 percent reported by LEAA's pro- 
gram office in that year. 3/ 

The difficulty of estimating administr^itive expenses at the 
State and local levels is compounded by the difficulties in 
.studying Federal administrative costs* Unlike their State and 
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local counterparts, few of the Federal offices we contacted had 
kept records of the administrative costs associated wijth specifib 
programs. When we asked them to estimate such^costs/ they gen- F 
erally calculated an average salary for administrative personnel 
and multiplied it Joy some estimate of staff hours. For legisla-- 
tion containing Ijoth block grant and categorical components, 
these officials were usually uhable to distinguish among t^e ad- 
ministrative activities of the different grant mechanisms. Such 
procedures lead to varying degrees of overst^tement^'and under- 
statement in addition to making it difficult to compare Federal 
costs to costs at other levels of governme*ht, ^ 

The overall effect on our estimates se^ms^ to be mixed. Dif- 
ferences in definitions of allowable administrative activity 
ma^ mean that our data underestimate or overestimate .specific 
items in any given program. The analysts for each study whose 
data w© reported in table 13 based t^eir estimates o£ categorical 
costs on some similar categories oftactivity, but even so GSA, 
the Department of Education, ama we differ j/ith regard to some 
large items, including rndireo^t * costs . The estimates presented 
in table 14 were constructed to be comparable across grants on 
large categories of expense (such as for planning) but may cdntai 
other biases. % ♦ - * 

Beyond the differences, in definitions, the differences in 
accounting practices had mixed effects on our analysis. Com- 
mingling PHA block grant funds with funds foi< other programs, 
along with vague definitions o£ expenses, may overstate adminis- 
trative costs. The 20 percent caps on administrative costs under 
CETA may have led to underestimates of expenses. Inasmuch as 
budgeted expenditures reflect grantees' strategic decisions about 
resouifce availability, they may understate or inflate costs. In 
large samples ^uch ^s those presented in table 14, however, -these 
distortions are likely to carfcel out. 

A form of baas that appeared throughout the studies we ex- 
amined was the tendency not to report alT State and local expendi 
tifres for administration, meaning that estimates of costs for all 
^ grant-in-aid programs may be artif ically low. 

The problems we have encountered in constructing reliable 
estimates of administrative costs suggest that at a minimum 
consistent standards for reporting administrative costs would 
benefit all Federal granb-in-aid programs. Estimates constructed 
after the fact from reported data are subject to vacrieti,es. of 
error. Without a uniform system for all type? of grant in aid, 
the Government sacrifices an important accountability^ tool. 

DATA COLLECTION PROCEDURES > ' ' • . 

In our review, we found two flaws that are common to data 
collection procedures -in research on grants in aid: 

i ■ 
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— they fail to ascertain the ^ctualjaf^^ burden; 

— they fail to validate self-reported d^a by examirting pro- 
gram records or other^sources. 

While budget documents and other expenc^uire reports may reflect 
the allocation of funds to adminiqtra.tion, * thfey are not necessar- 
ily accurate indications of a program's a^inistr.ative burden. 
Most of the estin^t^s in- table 14 were base^d on data obtained 
from the records of grantees and from reports by the adminis- 
tering Federal agencies. ' Virtually all data on t;he cost of . 
administering block grants come from grantees' reports sub- 
mitted through national uniform reporting systems. Grantees' 
budget documents and* expenditure' reports are also the primary 
sources of data on the administration x>f categorical grants. 

Regardless of how thorough reviews of such records may have 
beeHf we can be confident only that they 'reflect the allocation 
of funds r not the actual burden of administration. Of the studies 
in our review^ only Hannaway^ researching the administrative 
burden of education programs, attempted to measure that "Ehrden 
independently of the (figures reported in the budget documents and 
other expenditure reports. Hannaway's method involved extensive 
behavioral measures (such as the actual time spent in completing 
administrative paperwork) and independent observations^ of admini-* 
strative activities. (Hannaway, 1976, pp. 6-7) Her method would 
probably place too great a burden on program officials to be 
widely applied, but it does highlight the fact that offici^ 
records are aft^iinperf ect means of assessing adminisfcrative^ost. , 

The other problem that commonly plagues studies of adminis- r 
trative costs is the failure to sy£(tematically validate self- 
reported dat^ by ref^erence to other sources. This is particu- 
larly evident in our own 1978 study and also in tfUD's and 
^Brookings' estimates of the reductioQ^ of administrative burden 
resulting from CDBG's consolidation of categorical programs. 
As with budget documents, self-reports may'reflect memories of 
how funds were allocated tt> administration, rather than th^ 
actual burde^n of administration. ' i 

\ ^ ' 'l - ' 

Bias and\error, iri self-reports have many caug^. .One is 

the strong in£\uehce that expectations have on responses to 
questionnairesA Administrators might be less likely to report 
a decrease in jDurden for a reduction that failed to live up to 
expectations thaitv f or one that exceeded their expectations, re- 
gardless of what actually happened. The^converse is also true: 
if reductions in bcarden actually occur'.red, administra.tors who 
had felt particularly constrained by Federal requirements might 
overestimate the deg^ree of change. Their familiarity with the 
paperwork requirements of the categorical progra^ms may also 
have influenced their perceptions. The Brookings report on CDBG 
cautions that lack ©f familiarity with requirements for the^HUD 
categorical programs may partly account^ for the belief that; CDBG 
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paperwork was burdfensome. (Dommel, 1978, p. 80) In addition, 
the more time that elapsed between consolidation and the interview 
,with program administrators, the more likely it is that their 
comments were colored by more recent experience. Thus, HUD's 
findings on CDBG's second year may have been influenced ' by memory 
as much as by experience. 

Using multiple methods to collect data on administrative 
acti\jities would compensate for some of the biases tjiat are* 
inherent in any single data coltection techTi^lque. However, multi- 
ple data collection techniques cost mo^ and are therefore^ likely r 
to restrict the number of sites that can be. studied. There ar^ 
traSeoffs between how representative administrative cost data can 
be and th6 overall quality of that data. 

SAMPLING • ' * 

We found two sampling ^ssues that may have consequences 
for constructing estimates .6f administrative costs: 

— the programs on which the ^timates of categorical costs^ 
were based may not have been' representative; 

— the administrative, units included in cost calculations 
I may not have been representative. - , 

How well a sample of programs upon which an. estimate is 
basefd represents all programs influences^ how confidently one 
can generalize from the findings. While the estimates in table 
13 are sound in .many respects, the progra'ms the studies examined, 
did not represent the subject areas of categorical programs 
as a whole. GSA examined only five programs, and four of those 
were for health and welfare. 4/ The Department of Education 
addressed only the costs of a3"ministering education programs. 
Our studies were solely on health programs. However, of the 
categorical grants in aid currently supported by the Federal 
Government, more than 40 percent of the outlays are in bhe area^ 
repres.ented in these estimates — that is, health, education, and 
welfare. 

\ * ' • ' ' ' 

^ A lack of comparability between, the sample , of categorical 

grants and the. block grant programs in characteristics other than 
grant type also raises questions about the real size of the ' 
difference in cost be-tween them. .The lotiore comparable that cate.- 
gorical programs are to block grant programs in characteristics 
such as services', participants, and dollar volume, the ipore con- 
fident we can be that estimated differences in their costs are a 
function of the. granting mechanism and not some other aspect ^ 
of the programs. The categorical progjcams that were use(^ in 
estimating administrative costs differed from block grant pro- 
grams, especially in terms of the areas they assiste<|. PHA's 
area of assistance^ — health and welfare — was the same, but CDBG' 
and CETA served areas not represented in the sample of categorical 
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programs. -This* inttoduces the possibility ^that the differences 
'that appear in the administratiye* cost estimates are attributable 
^ to the areas \)f- assistance, not the grant mechanism, 

• ^ \ 

!' ThCL-i^er problem o£ representativeness /emerges in our 1978 
study as well as in^the GSA ^d the Department of Education 
studies. Our estimates Were based on data from Federal / State, 
and local administrative units in only one Federal region. Our ^ 
having limited the sample in this way itieans that the data do * ' 
not account for diflferences in Federal administrative practices 

* and that other fc^toVs we ^id not study may have affected admin- 

* i^trative costs. lipreover,; we excIudSd direct service providers . 
because, of difficulties in identifying administrative cos-ts at:^ 
th# site of project operati»ons. As we went on to note, excluding 
project operators makes it likely that these datd underestimate 
the true level of administrative' costs for categoricais and for 
block grants. However, there may^ be meaningful differences in 
administrative burden between block grants and categoricals at ^ 
the site, of project operations. If project operators did spend 

. proportionally less to adm^ister 'block grant programs than V 
categorical programs, the Greater cost of administering block 
grants that we reported in[,1978 may inaccurately reflect dif- 
ferences that would ha\fe tipen observed had all administrative 
units'been considered.* (G^O, 1978d, p. 17) 

I There are* similar sampling problems with the GSA^and Depart- 

ment of Education estimates qf categorical graot. co^TO. GSA 
derived its estimates from Sc^mples ranging in size from 85 to 
510 grant recipients, only some of which were selected by statis- 
tical sampling pro<^dures. The estimates in Education's study 
were based on even smaller samples, and much of the data on local 
costs came from Calif oimia. . There is no information on how much 
the sample estimates of categorical costs differed from the^ 
national average for those programs. 

• . ■ ■ / , ' . 
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NOTES 



NOTES TO CHAPTE 



1/Our discussion of the Elementary and Secondary Educktion block 
grant treats chapters 1 and 2 of that grant as block grants. 
There is some debate whether chapter 1 should be considered a 
block grant. We t^elieve it bears sufficient similarity *o 
other 1981 block grants And to our definition of block grants 
to do so • , ^ 

2/The new consolidations are in vocational and adult .education, 
education for tne handicapped, employment and training, re- 
habilitation services^ child welfare, rental rehabilitation, 
and combined welfare administration. The proposed expansions 
are in primary carej 'services for women, infants, and children; 
and energy and^emergency assistance. (0MB, 1982, pp. 7-8) 

3/Statement of Dr. Robert J. Rubin, HHS , ^efore the Subcommittee 
on Intergovernmental Relations of tHe Senate Committee on Gov- 
^ ernmental Affairs, May 11, 1982. 

4/We designed the m'ajor areas of inquiry in these interviews to 
find out what appVoaches agencies had taken in evaluating 
block grants; what organizational structures, resources, and 
mandates existed for conducting evaluations; what major eval- 
uation activities had actually occurred; what barriers had been 
faced in evaluating the programs; and what uses had been made 
of evaluation findings. 

NOTES TO CHA-PTER 2 . 

1/Conceptually , "accountability" implies a relationship: one 
party is accountable to another for its actions. For this re-, 
lationship to be effective, there must be adequate informa'tion 
from the accounting party, effective oversight from the re- 
ceiver of th'at information^ and^ the potential for imposing 
sanctions oil certain aspects of the accounting party's per- 
.tformance. (Mosher, 1979, pp. 234-35) In this broad sense, 
accountability can encompass such issues as fiscal responsibil- 
ity, equitable treatment, the correspondence of programmatic 
focus and legislative intent, the quality of program manage- 
ment and implementation, and the effectiveness of the program. 
(Chelimsk^, 1981, p. 109) 

2/The CeW legislation provided that 1 percent^ of block grant 
funds could be spent by the States, in their capacity as prime 
sponsors, for the salaries of staff assigned to the State 
Manpower Planning Councils. Since the bulk of CETA funds was 
given to units of government other than the State, the con*- 
tribution of this provision to redudin^ the financial burden 
•of planning was minimal. 
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(Notes to chapter 2) • 

♦ 

3/As in our discussion of planning requirements, these categories 
^ summarize indiv,idual requirements. It should be emphasized 
that, depending on the grant, these ^categories can and do dif- 
fer in number, and severity with, respect to individual require- 
ments. 

* * 

4/ln. addition to recategorizing existing block grants the 

Congress' began to create new categorical grants within a given 
functional area outside a blody grant's legislation. 

5/Amendments in 1975 established a separate program for hyper- 
tension prevention, 4^iagnosis, and treatment. 

6/Personal communication from C. Boyle, LEAA, November 5, 1981. 

7/This comparison does not make distinctions in categories of 
requirement in tdfms of th? burden they place on grantees. 
For Example, the requirejnent that grantees establish planning 
councils is weighted equally with the requirement that the 
administering Federal agencie^s^^agparove plans. Moreover, 
each category summarizes indivi^aual requirements that differ 
from one another in number and severity. Hence, oilr compari- 
sons across old and new grants should not necessarily be con- 
strued ad being statements of the comparative burden imposed 
on grantees before and after 1981. 

8/The reporting provisions under CDBG small cities and Title 
grants'* are, not aa/^jct&rwive as under the later years of the ^ 
CDBG an4 Title XX grants. 

NOTES TO CHAPTER 13 

1^/Another major methodological concern has to do with assumptions 
that are required in analyzing the targeting data under block 
grants. When participants in .block grants are compared with' 
participants in the early categorical programs, it is assumed 
that they differ only with respect to the type of grant mecha- 
nism, but other factors, such as historical differences, majr 
obscure the comparison. This problem may be partly overcome 
by comparing block grant participants with participants in 
contemporaneous categorical programs, but there is a disad- 
vantage in that the categorical programs may have legislative 
objectives that differ from those of the block grant. Slight 
differences in objectives may be more significant than differ- 
ences in the mechanism. 

2/We were unable to obtain a copy of the National Urban League 
^ report on CDBG targeting. ^ We excluded a Southern Regional 

Council report on 'targeting that did not present quantitative 

findings . 
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(Notes to chaptetf^ 3 ) - ^ 

VDOL obtains these datatfrom prime sponsor repd^ts following a 
detailed manual. We,j3ad not independently audit the Sata , but 
program officials stated that analyses indicate that the des- 
criptive statistics are reliable. 

4/Data for the CETA block* grant (title I, later redesignated 
titles IIB and IIC) are '^s follows: ^ 

Characteristic ' 



FY 1975 


FY 1979 


Change 








27% 




' -1% 


77 


71^ , 


-6 > 


39 


. 33 


-6 


62 


77 


+15 


4 . 


5 


+1 


•13 


n. a. 


n. a . 



APDC and public assistance. 
Economically d isadvanta^jsc^ 
Black — . , 

Unemployed 

Receiving Unemployment 

Insurance ' 
Spanish- speaking ^ 

The definition of 'Vi/conomically disadvantaged" changed in 
fiscal 1979; in tpds table/ we use the earlier definition 
for both fiscal /5^ars in-order to make the-^^ta comparable. 
Our data 5ource( here is NCEP, 1980 , pp. 112-13. 

S/CbBG amendments 1977 change "low or moderate income", to 
"low and moderate income" to reflect the congressional inten- 
tion that not alX benefits go to people of moderate jLncome. 
In this report/ we haVe used the two phrases in'^erchangeably. 

6^/These comparisons principally include aid under section 312 of 
the Housing Act of 1964 and seption 115 of Cjhe urban renewal 

' program. Section 312 , originally intended tor use in urban 
renewal areas f provides loans for rehabilitating residential ' 
properties at a 3 percent interest rate for up to 20 years. 
Sectioh 115 provided grants of up to $3,500 to very low 'income 
homeowners in urban' renewal areas to bring single-family dwel- 
lings up to safe and.decefit conditions; section 113 grants were 
terminated with the enactment. of CDBG. Section 312 loans con- 
tinued as an active program until the enactment of* the Omnibus 
Reconciliation Act of 1981. (Gale, 1980, p. 52) 

"! . 

2/The University of Pennsylvania researchers assembled HUD stat- 
^ istics on standard metropolitan statistical area^amily income 
* for each sample city and ,for ^ach year. This maol it possible 
to aggregate data from different yearsj. 

8/This comparisbn group, also includes some. programs in which 
*^ CDBG funds were used to defray administrative costs or to 

subsidize interest rateg. Thus, this is not a pure compar- ; 

ison group and could be more precisely, if awkwardly, called \ 

"partially or nOn-CDBG funded, post-19T5." 
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9/The findings are reported in- a study tentatively entitled 
~,"HUD Needs to .Better Determine the Extent of community 
Block Griints' Lower llncome Beneficiaries.^" 

10/See Dommel, 1982, 100. The HUD data are pro'blematic be- 
cause the sample of^cities was changed significantly. (HUD, 
1981, p. 50) ^ ^ '\ 

ll/Gale,»198b/ p. iii. The conclusion summarizes targeting, 
on a varieiiy 9^ dimensions but is consistent with the income 
data. _ 

12/The Btookings researchers also" examined the allocation of 
benefits to blacks and Hispanicfs by analyzing "minority 
areas"--census tracts in which 30 percent or more of the 
residents were black or Hispanic in 1970. Thirty of the 
41 jurisdictions had one or more minority area.s. Data for 
these 30 cities in 1975 and 1978 show that 

f "Overall, over the 4 years the minority tracts did better 
■'• than the. nonminority .tracts .... In. the first year, 34 
. percent of the tracts' that were not heaviJLy minority were 
, allocated activities, compared with 58 -percent 6f the 
heavily- black tracts and 42 percent of the helavily His- 
panic tracts. In the fourth year, 40 percent of, the 
tracts that wefe not heavily minority received activi- 
ties, compart with 77*^ percent of the black tracts' 
and 69 percent of the Hispanic tracts." (Domme-l, 
1980 f p. 175) 

Although the number of ^tracts receiving benefits increasd 
between 1975 and 1978,. the number of minority tracts that 
were assisted grew faster than other tracts. The Brookings 
data are difficult to interpret because, about, one-^fourth of 
the -jurisdictions were deleted. (for not having any "minor- 
ity areas") and because &n area in which whites constituted 
up to 70 percent of 'the population could still bj^.,designated 
"minority area." Tho. Brookings data 'are best c^t showing 
change, and that change shows a trend towatd mo^re activities 
. and more dollars (except for Hispafftlcs in 197&) in minority 
tracts over time. . 

13/An analysis of HUO data shows-^nat 55 percent of the CDBG 

— funds in cities that, had iWe of the categorical programs 
that preceded CDBG benefited, low and moderate income groups 

. compared with 63 percent in cities that had had categorical 
programs. This suggests that had CDBG been limited to fund- 

" ing only cities that^ had participated in categorical programs^ 
CDBG would show betitei? targeting toward low and moderate 
incomes. The method of analysis iftay have. exaggerated the 
differences. See HtJ&r 1980 f PP. III-7f III-8. 
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14/It is also a weakness of , the Social Services Reporting Require- 
ments that it cannot measurfe either the success or the effect 
of ;Tifcle XX service's. Not surprisingly, One America found data 
on 'client outcomes to be the'^least quantifiable and least used. 
Its report was apparently a factor in the decision not to im- 
plement data collection on goal status. (One America , /IQeO , 
pp. 35-36, 44) « ^ 

NOTES TO CHAPTER 4 ' 

1/As a generic term, '^administrative cost" is defined as expense 
incurred in the general direction of an enterprise as a whole 
rather than within the context of specific program activities. 
No uniform, definit^ion pertai^ns to block grants. Costs that are 

* commonly but not necessarily charged to administration under 
block .grants include salaries and benefits for program managers 
and general" overhead (rent, of fice 'supplies,- telephones, and 
so on). They,^also sometimes include activities related to 
planning, processing applications or' plans, program monitoring, 
evaluation, coordinating administrative utlits , and giving tech- 
nical assistance byt nojt consistently across grants. Throughout 
this chapter, we use the percentage of Federal funds charged 'to 
administrati'on as reported by program officials as our measure 
of administrative cost. Difference's in recordkeeping and defi- 
nitions of allowable administrative' expense make it impossible . 
to compare costs across*' grants item by item. 

2/Vie did not review the affect of f ixed^perceiitage caps on the ad- 
ministrative costs of categorical programs. 

3/ProbJ.ems we encountered with existing da^a include the lack of 
a common definition of administrative cost across programs, dif- 
ferences in the number and type of administrative units on which 
cost estimates are based, failure to^consider Federal Government 
costs, failure to obtain representative national samples of pro- 
grams, and failure to independently verify program officials' 
estimates or administrative costs. We di-scuss these issues in 
appendix III . . ^ , 

4/No fiscal year 1971 data' were available for this State. 

S/lh'e Advisory Commission 6n Intergovernmental Relations (ACIR, 
1977c) also conducted case studies in s^x States in the mid- 
1970 's an'd found that pre- and post-consolidation data on * 
administrative costs frequently were not^aVailable. Data# - 
on merttal health costs in Tex^s showed a sizable decline in. 
adlninistrative costs aft^er consolidation. 

e/Discrepancies between theser data and data reported in table 14 
are the result of slight differences in the expenditure cate- 
gories included iti the estimates. 
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1/tn contrast,* a Bifookings study reported that ^lightly less 
than 50 percent 6f ' 44 'jurisdictions that had experience with 
HUD categorical grants reported a decreaj^e in administrative, 
requirements and paperwork in the first. year of the program. 
(See pommel) 197gf, pp. 78-^1.) 

8/See GAOf 1978d. Our report included Federal agency costs but 
excluded project level costs^. Including these would have af- ^ 
fected the study's conclusion if local administration was less 
burdensome than for otHer levels of government under block 
grants*. ' . ^ s 

Vlt is- not clear what specific grantee administrative costs 

are included Tin the data and whether subgrantees' cost^ were 
, . included. * ' ^ * 

, 10/Administrative cost data were a^^ailable for all block grants 
except LEAA and Tijfle XX. For: Title XX, grantees were not 
required to report .admia^istrative costs in their ' expenditure 
reports. For LEAA, grfirftee administrative expenditure data 
were not avai^lable by fiscal year. Part B outlays to State 
planning agencies .were available but theSe funds covered some 
types of exp^nse not iriclude^d'in common definitions of admin- 
istrative overhead, suCh as training Snd. coordination ^of crim-t 
inal justice agencies. In addition., these funds covered the 
administration ofr other .programs jbeyond the block grants, and 
it was not possible to isolatfe the costs of administering the 
4d1ocK grant through other sourjces. A national data base does 
^ exist for PHA 'costs, but the nature of the PHA gi^aijt makes it 
difficult to pompare these data to CDBG and CETA data. 

11/By &isca;L year, these were 9.8 percent (1975), 9.2 percent 

(1976)^ 10.0 percent (1977) r 13.1 percent (1978), 10.9 percent 
(1979), a,nd ^.1 percent (1980) -^nd are reported in the Na- 
tional Public, Health Program Reporting System's 1975-50 an- 
nual reports. ^ 

^ NO»ES Ta CHAPTER 5 

l/iThe study of int^ervention strategies under the' national 
.evaluation program was conperned with^"^pecif ic approaches and 
classes of prdgrams already operating w\thin the criminal jus- 
tice system, including but not limited to those supported under 
^the blockgrant program.", CDOJ, 1976/ p. A-1) - Because this 
strategy emphasized evaluating treatments rather than the pro- 
grams, it is classified as a research function..^ State and local 
projects were evaluated with support by the National Institute 
of Law Enforcement and <2riminal' Justice,,^ the evaluation and re- 
search unit of LEAAa *his produced a variety of LgAA- supported 
.studies ranging from a report on the effects of a newly enacted 
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gun law in Massachusetts to a report on the efficiency of an 
automatic vehicle monitoring system in* St . ^Louis", Missouri. 
A major priority of LEAA extended outside the block grant 
program to evaluation pf the discretionary programs.. 

' >, 

Vpther management evaluations were funded by LEAA to* study the 
agency's research function and information systems . and stat- 
istics function. The National Aca'demy, of Sciences , assessing 
the research /function under LEAA, concluded that the primary 
goal for the agency "should be developtag knowledge that is 
useful in reducing .crime" while maitibe^ a "concern with th< 
fairness- and effectiveness ^f the ajOTtinistraticJti of criminal 
justice." (NASf 1977 f p. 7) The Research Triangle Institute 
asse.ssed the information systems and statistics activities of 
LEAA's National Criminal justice Information and Statisti<gs 
Service. (McMullen and Ries; 1976) 

2/The standards are intended to take into sccount^ iQcal labor 
market conditions, local economic bases , and the needs of the 
eligible populations. Using data supplied by the current re- 
porting system, the plan is to establish regression predic- 
tion equations. Predicted ^)erformance levels could then be 
used to negotiate a performance standard with each prime spon- 
sor. The method has been tested with fiscal year 1980 data 
for 399 prime sponsors. (CETA, 1981) 

4^7CLMS surveys a national sample of each year's new enrollees 
in the major CETA programs feo gather detailed information 
on their characteristics and employment experience before 
and after entering CETA. Tracking people over several years 
is especially critical in .trying, to assess the effectiveness 
of CETA programs^. (DOL, 1980 , pp. If 41) CETA's management 
information system is more timely than CLMS but provides only 
aggregate data on the characteristics of the enrollees of 
each prima sponsor and does not have individual' or long-term 
effects. . , , ' . ^ 

VS^ates act as "balance of State" prime sponsors / covering all 
aVeas not covered by other prime sponsors. 

6/HHS is ^required under'the" four health grants to report to the 
Congress on grantees' activitife^ and to recommend changes in 
the legislation as needed. However, the legislation does not 
specify what type of data are to be reported-. The Low Income 
Home Energy Assistance grant also requires annual reports. 
The majority of the programs enacted in -1981 provide that 
Federal agencies should investigate grantees' use of funds and 
their comj^liance with statutory provisions. The investigators 
are constrained by a prohibition on requiring grantees to pro- 
vide data that are not already being collected. 
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MOTES TO APPENDIX III 



1/See ACIRf 1977Cf ip. A5. Other influences *on resourcd' alloca- 
tion to adminisj:rative costs are ^discussed in HannawaVf 1977/ 
pp. 12-24. ' ' a' * 

^/Administrative costs for the LEAA block grant werQ hot reported 
sepaijately from the costs of administering other LEAA tormula 
grants. All funds appropriated ^'nder part B of the gjr^nt went 

/ to support planning and admini strati v-e activities at St^te and 
; local levels. Part B funds were usea to administer bgtn the 
block, grant afid related programs author^ized under the Safe 
Streets Act and its ameJidments. LEAA'S reports failed to dif- 
ferentiate between block grant-related expenses and, the,'ad- 

^ -ministrative costs of the* formula grants. Since the LEAA 
block 'grant and other programs are administered jointly, it is ^ 
unclear whethet gifantees can even distinguish among the ad- 
ministrative charges for the varioui^ programs. 

3/The ACIR report contends that administrative costs based on 
part B appropriations uhderestimate^grantees ' costs in ad- 
ministering the program. According to ACIR, the 2 percent 
of program funds spent in categories outside part B to admin- 
ister the block grant in fiscal 1976 is conservative ' and excludes 
additional expenditures for administration that were paid 
through various categories of LEAS grant &unds and State rev- 
enues. Estimates of administrative costs obtained from LEAA's 
appropriations documents, therefore, may underestimate the 
actual costs of administration. (ACIR, 1977d, pp. -146-47) 

A/The GSA study covered a total of five programs. Only four of 
the five, howeveV, reported data on Stajbe -and local adminis- 
trative costs. i ^ 
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. ^ AGENCY COMMENTS AND OUR RESPOt»?E > / 

Five ^gencies responded to our request for comments on a draft 
0f this report: the Office oi Management and Budget (0MB) and the 
U.S. Departments of Education/ Health and Human Services (HHS)/ 
Justice {hOJ), and Labor (DDL). The Department of Housing and Urban 
Development (HUD) did not reply within the time specified in Public 
Law 9^^-226 • In ou^ response to their comments, we first address 
the major comments common to the four agencies, comparing their 
perspectives when possible.^ We then deal with the comments unique 
to each agency. The letters are reprinted following our response, 
beginning on page 110. 



MAJOR COMMENTS 



The agencies generally characterized tlie report as" an infor- 
mative and accurate description of the experience of the five 
original block grant programs. There are three major areas in ^ 
which they disagree. 

^ \ ' In the £irst , 0MB maintains that our findings and conclusions 
> as based upon past block grants are in many respects not relevant 

to the block grants enacted in 1981. The new block grants, 0MB 
argues, shift program accountability to the States, maJcing the 
States "accountable to their own citizeps, rather than to Federal 
off icials" * (page 111). Because thfe States are closer to the people 
^ who pay taxes and are as competent and concerned as the Federal 
* Government regarding the use of public funding is it is appropriate 
to ^st responsibility and accountability for funds with the States. 
HHS raises a similar argument, noting ;that the 1981 legislation is 
unique, partly bAjause it transfers "programmatic and financial 
decision-making authority to the States" (page 116.). In c6ntrast, 
DOJ believes •"that the LEAA block grant experience provides^a data 
base for obtaining some valuable information and offering some 
worthwhile lessons" (page 118). 

Our response . We note the assumptions involved in drawing 
upon past experience on page 13 of the report and elsewhere within 
it. If one accepts 0^iB's model of accountability, it follows 
that there .would be, to quote 0MB, "far less need for extensive 
Federal *data collection, monitoring and evaluation systems" (page 
112). Similarly, the historic tension between ins.uring accounta- • 
bility to the Federal Government and maximizing grantees' flexi- 
bility, discussed^m chapter 2, is not a concern under^OMB's 
accountability model. 

We are not endorsing any one accountability model/ but the 
Congress clearly established a Federal oversight role, in the 
1981 block grants. As we have nofed in chapter 2, the new block^ 
grants tend to impose the same generic categories of accountability 
requirements as were imposed under the earlier Slock grants, in 
• * fact, we found that some of the accountability requirements that 
emerged over time in ttie earlier grants have been imposed at the 
outset for the new. We further conclude, in chapter 2, that the 
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nev grants are characterized greater specificity in yeportirag 
and auditing provisions and by fewer planning and spending require- 
ments than the earlier grants. In short, the model of accountabil- 
ity implicit in the Omnibus Budget Reconciliation Act of 1981 pro- 
vides Federal oversight rather than virtually abolishing that role 
in the way that 0MB suggests. 

^ We believe that the fundamental issue of block grants remains 
the relative power of the States and the Federal Governhient and the 
associated conflict between maximizing* State (or local) flexibility 
and achieving national objectives. We agree that' transferring more 
power to the States increases accountability for expenditure 
decisions by State governments. However> monitoring the expendi- 
ture of block grant- funds to achieve stated national objectives — a 
theme that underlies 'our analysis in chapt-Srs 2, 3, and 5 — has been 
and is a central, Federal bversight responsibility under past and 
current block grant legislation? The ^argument that 0MB has made 
may be more appropriate in the context of , general revenue sharing , 
where many uses of Federal funds are' authorized and only a small 
Federal role in insuring the appropriateness of expenditures has 
been provided for. 

In the second / 0MB disputes our analysis of evaluation data 
needs, stating that, with the? shift of accountability to the 
States, '•the Administration 'believes there is .far 'less need for ex- 
tensive Federal data collection, monitoring an<3 evaluation systems" 
(page 112).'- in contrast, DOL favor's a "less explicit role in pro- 
gram evaluation for Federal agencies" (page 123) but states that 
"there pust be basic pverall standards established .to evalua^^e out- 
comes" (page 122). -DOL goes on to suggest that fedei^ally estab- 
lished performance standards will prpviMe a,, basis for evaluating 
employment and training services in thel future. Similarly, DOJ 
observes that the "LEAA experience poi^TSxte out. the critical need 
for the connection of basic, national da^a that show how public 
funds have been spent, for what activities , and with what result" 
(page 118). DOJ suggests that the "success of LEAA in develop- 
ing a relatively simple management information system with the 
voluntary cooperation of the States might be a useful model for 
the new block grant programs" (DOj*s emphasis, page 119); 

Our response . We have not argued that there should be more — * 
or even as much — Federal evaluatidn now than ^there was under ttie 
earlier block grants. Rather, we point out that certain 
information — such^s what activities were funded, whether target- 
ing of aid to the poor occurred, and what effect the services 
had — is not likely to be available on a nationwide basis without 
Federal leadership. Nationwide data provide the Congress with 
fundamental information that it needs for assessing block grant 
performance. 

Although cooperation by the States in the LEAA management 
information system was voluntary, the system itself was developed 
and managed by the Federal Government. This approach differs 
markedly from some current proposals that rely»on the Ste^tes 
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Vorking together tg maintain .or d^elop reporting systems for ' 
vppine '^f the new bTq^ck grant ijrograms. ^ ; 

the third , 0MB asserts that "our discussion in chapter 4 
of adifiinistrative cost savings for the early block grants is mis- 
leading because we conclude that negligible savings occurred. The 
agency contends that the data allow n6' conclusion to be ^rawn. 
0MB [also argued that the past has rejlatively little bearing on the , 
'ifew/Dlock grants. While 0MB impliei^that administrative costs 
wilL*/e lower, HHS cautions that it is the States' responsibility ^ 
to aoftieye these cost savings and that this will take time. 

Our response . In the report, we have in fact state<3 that 
some cost savings may have emerged under the earlier grants but 
that there was no evidence of a sizable; decline in costs — that is, 
a reduction of greater than 10 percent.) (See pages 58 and 59.) 
To conclude either that no coft savingsNpccurred ^or that lame 
savings were achieved would be indef ensijble in dfght of the oata 
we tiave presented," for reasons we have noted in the chapter. We 
also ttotie i^n the chapter that where the new block grants ao^ually 
reduce burdensome requirements ajnd the levels of administration, ^ 
they of fe^ States the opportunity to reduce administrative costs* 
How the States will exercise this opportunity remains to be seen. 

FURTHER COMMENTS 

The Department of Education / " 

The Deparfcnent of E'ducatigfn' questions whether chapter 1 6f 
the Education Consolidation and Improvement Act of 1981 should be . 
incorporated into our discuasion of the 1981 block grants. We Have 
treated chapter' 1 as a block grant for several reasons. Firsts 
the Omnibus Budget Recbnciliation ^Act uses the label '^lock grant^* 
for both chapters 1 and 2. Second, -chapter I'has structural simi- 
lariiries to some of the other 1981 »lock grants. Third, it con- 
forms to the definition 'of block grants we present on page 2 of 
our reportrp V it funds a wide range "of activities within a broad 
^functional Wtea, gives grantees flexibility in program design, con- 
tains a miniitv^m of accountat/ility requirements, and statutorily 
limits , the administering agency's disScretion in distributing funds. 
In response to the Department of Education's comments,^we have ^ 
added Is note to this effect at the appropr,iate point in the text. 

The Department pf Education also questions the specificity 
of -the entries in table 6. 'As ve nptec^ in the draft,, the* table 
summarizfes provisions: that differ injiumber and severity. In ^ >^ 
some cases, certain provisions are implicit in or logically, follow 
from other provisions?. Table 6 is intended as- a gui,(3e to the 
presence or absence of ^ene'ral accountabiHty provisions in the 
-legislation. *As in any summary, it is not possible to note all 
the qualifications that apply to each program being discussed. 
Ve believe that the table accurately summarizes aj,l the account- 
ability prpvisions relevyit to the Elementary; and. Secondary 
Education blcM:k grants ' ^ ' I . 
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We have made changes eith^ in the text or in not^s to 
address the agency's other colmnentS/ with one exception, Ttie 
Department of Education indicates that the cost of evaluating 
the Elementjpry and Secondaj:y-Education block grant would be lower 
than the cost of evaluatiTO the categorical grants consolidated 
in the block grant. In the^paragraph to which the Department 
refers f we did not discuss — and' the paragraph does nat apply 
to — education 'programs. , 

The Department of Health . ^ ' \ 

and Human Services . * ^ 

* ' 

- HHS questions whether our discussion of the slTability of 
blocks grants on pa,ge 9 is applicable to the current situation 
and whether our conclusion is correct for the original block 
grants. HHS also points out that changes in block grants over 
time are to a large extent congressionally controlled. We have 
already discussed the issue of the applicability of the early 
bljock grant in this appendix. We believe the shorb histories we 
have presented in chapter 1 and our descriptions of changes in * 
accountability in chapter 2 demonstrate the instability of block 
grants. We agree that the Congress has a major effect. on the 
molding of changes in block grafits.. — 

HHS also suggests that Title XX was similar to a block grant 
but,,hot strictly speaking a block grant program. We have classi- 
fied Titla XX as a block grant following the practice of ACIR 
and 6ther researchers. As we have noted on pages 1 and 2, the 
dividing^ line between block grants and categorical grants can be 
clearer in the abstract than in the implementation. 

HHS notes that we do not incorporate the Sta^e perspectives 
on evaluation; to have done so t/ould have been beyond the scope of ^ 
our study^ as we indicate in chapte^ 1. 

HHS , also suggests that In our chapter on accountability ' 
we should" have discussed the criminal prosecution provisions of 
the 1981±>lock granJ^s. The accountability mechanisms we discuss 
in the chapter apply to grantees, not to individuals, and including 
the provisions HHS mentions would therefore have been somewhat 
misleading.. We agree, however, that the provisions are an important 
step in planning for the control of fraud and abuse in^ these new 
block grants. 

The Department of Justice 

DOJ suggests other issues fors/tu^ related to block grants,' 
additional detai^ls on LEAA's dif ficul ty Ngp reporting to the Con- 
gress, and additional factors that contributed to LEAA's vulner- 
ai)ility. All these were beyond the scope of our inquiry. 

We made all the specific dhahges to chapter 2 that D(Sj recom- 
mends with one exception. ,We believe that our statement concerning 
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the 1979 'justice Improv^llfent Ack was accurate and did not need 
elaboration. ^ 

The Department of Labor ' " 

We have np ladditipnal point's bo make. 

The Office of Management and Budget '- 

We received additional oral comments after the specified 
comment period and have responded to the more technical of the?i. 
We have not responded to the remainder of them here, however, 
because to have done so would haVe delayed publication of this 
report without i^roving its accuracy in any significant way. 

In the pages that follow, we reprint the letters from the 
agencies that we have discussed above. The righthand margins 
contain translations of chapter r- page, and table numbers from 
the draft the agencies redd to their equivalents in this final 
version. 
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EXECUTIVE OFFICE OF THE PRESIDENT^ 
. OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.& »» 

• ^ ^ Am 



Mr. William J. Anderson 
Director, General Government Division 
U.S. General Accounting 6ffice , 
Washington, DC 20548 

Dear Mr. Andersont 

Vhis responds to your July 2, 19»2 fetter to Director David A. 
Stockman, requesting comments on the proposed report to the Con- 
gress entitled, "Lessons Learned From Past Block Grants: Impli- 
cations for Congressional Oversight." 

In general, while the report is informative, i ts . usefulness is 
affected by th^ marked differences in objective, structure^and 
operations between the block grants studied for this report and 
the block grants enacted by the Omnibus Budget Reconciliation Act 
of 19tl. As a result, many of the findings are dated and^as the 
report states, largely inconclusive. 

More specifically, it is not ?lear whether thq study took into 
account such factors ast ' ^ \ 

0 The block grajits enacted in 1981 vest primary responsibility 
with,|^he states and, as a result, the extent of discretion 
and responsibility the states are given is far greater than 
was fiven grantees under the programr^discussed in the 
report.^ 

0 The shifting of discretion and responsibility to the states, 
has been accompanied by a shifting of the program accounta- 
bility to the states, primarily because: 

rekponsibility and accountability for funds should be 
vdsted in the same governmental unit (in this case, the 
stjates); ^ . ' . 

slfates are as competent and concerned as the Federal 
Government regarding ^he use of public funds, which means 
maintaining extensive liccountabjlity to the Federal Gov-' 
, ernment ^s unnecessary; and 

— states arc closer to the people who pay taxes for and 
receive benefits from the block grants and, therefore, 
are more easily held accountable than the Federal Govern* 
mcnt. 
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o The adminititrat ivc and managerial competence of state gov- 
ernment! has in^roved markedly since the earlier programs 
which the report discusses, and thus the states are able to 
accept the increased responsibility. 

The following are specific areas where we- found that basing y 
findings and conclusions upon past block grants is not entirely 
relevant to the new block grants. 

o Chapter II suggests that the Federal Government will have to ch. 2 
find a substitute for direct involvement in program deci- 
sionmaking and administration in order to miiintaln accounta- 
bility. This ignores that the new block grants have been ^ 
developed^on the already-stated premise that accountability 
decreases'the further the government gets from the p*eople» 

o Chapter 11 also discusses the changing pattern ia accounta- 
^bility provisions over time for the earlier block grants, 
"and impl icat ions of those experiences with the current 
accountability features of the 1981 block grants* The 
report suggests on p. 11-28 that "the tension between ensur- P- 
ing accountability to the Federal Government and maximizing 
grantee flexibility reflected in the earlier grants maV 
persist under the new.*^ 

Th'e discussion surrounding this point does not adequately 
reflect two essential points. First, the new bjiock grojits 
have been designed 'to shift accountability for th^ adminis- 
tration of programs from tne Federal Government to the 
states, and the requi cements impose'd upon the states are 
designed to assure that states are accountable to their own 
citizens, rather than to Federal officials, for the proper 
and effective use of the block grant funds. Second, because- 
the administrative capability o( states, has improved in 
recent years, the ability of states to ef f ect ively assume . . 

these responsibilities is enhanced, ahd thus concern over 
states* accountability is lessened commensurately . : 

o The discussion in Chapter IV regarding potential administra- ch. 4 
tive cost savings is^ somewhat misleading. First, the report 
correctly notes that iht data Available for the earner 
block grants do not show any administrative cost slivings, ' 
but then proceeds to conclude that the administrative cost 
savings probably were negligible. I believe that this, is an 
indefensible conclusion, and^that the only realistic conclu- 
sion is that no conclusion can be drawn based on the previ- 
ous block grants. 

More signlf icant^f^e report docp not make clear Jthat the 
experiences of the earlier, block grants have relatively 
little bearing on likely experiences under the new |> lock ^ 
grants^ due to the falst that (1) the number and scope of 
Federal requircmen4s and the number of administrative 
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lcvclt-*two factors citcd-in the rcptfft a$ affecting admin- 
istrative cost savings — are considerably less, and (2) the 
Federal oversight will be greatly reduced. 

o In Chapter V . the report discusses the experience with earl- 
ier pTocKsTn terms of the possible need for more extensive 
Federal evaluative information on the new bloclcgrants . 
Since primary respohiibility and accountability have been 
shifted to the .statesothe Adhinistration believes there is 
for less need for extensive Federal data collection, moni- 
toring and evaluation systems. These functions are best 
left to the states which are primarily responsible for the 
new progVams. 

We have identified a number of speciffdvand detailed factual 




I appreciate the opportunity to review and comment on the report. 




Harold I. Steinberg 
Associate Director 
for Management 
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UNITED STATES DEPARTMENT OF EDUCATION 

OFFICE OF THE ASSISTANT SECRETARY ' 
FOR ELEMENTARY AND SECONDARY EDUCATION 

23 JUL 198a 



Mr. Gregory J. Ahart 
Director 

BuDun Resources Division 
Ijbited States General 

AcxxHmting Office 
Washington, D.C. 20548 

Dear Mr. Ahartt «» 

»The Secretary asked that I respond to your request for our coinmenta on your 
draft report entitled, "licssons Learned from Past Block Grants." EV>llowing 
are my ccninehts according to the sequence of the report: 

Tdhle 1-2 Structural'and Fiscal Characteristics of 1981 Block Grants 

The authorization in millions for the Elementary and Secondary saucation Block 
Grant is $589.4 for fiscal years 1982-84. Ohe apprc^riation for FSf 1982 is 
$470.4 ^ 

Table II-4 Grantee Planning, ^rbgranmatic. Reporting, and Audit Rec^uirements 
in the Ctttnibus Reconciliation Act for Nine Block Grants 

We question the accuracy of the entries relating to the Elementary and 
Secondary Baucation Block Grant. Biere is a requirement for a comprehensive 
plan, needs assessment, and performance standards for Subchispter A activities, 
but this does not APP^Y to all funded activities. Ohe activities supportable 
under Chapter 2 are so broad we cannot understand there is an indication 
that there is a limit. Also, ^le target populations are identified, there 
is no requirement ti)at the funds be used for those populations.* Die ceiling 
on expenditures is limited to tbf funds reserved for State use. With respect 
to the reporting requirements, there is not the specificity vrtiich is indicated 
by the entries. 



table 2 



table 6 



Pagi 

SUb'wA ^ 1 1'fi n 1 *i J v»»^i» F ■ ■ 1 1 11 ■ 1 1 waw« ■ — ' — -—'"J, — — " 

not appear to fall within the scope of the definition of block grants used in 
this study. Also, the authorization shewn in Table 1-2 did not include 

Che^r 1. y <^ 

Page III-25 . Chapter 2 Bducation Consolidation and mproveroent hst 

requires the State to distribute at least B0% of tl)^ funds it receives tQ 
local educational agencies based on relative enrollments in elementary and 
secondary pii^lic and private schools, adjusted to provide additional amounts 
for.diildren whoee education iinpoees a hi^r than average cost. However, 
thefe is no requirement that the additional funds a local educational agency 
receives be used for the dtildren which generated the additional amounts. Oti^ 
statute qiecifically provides that local educational agencies have ooRi>lete 
discretion as to how the funds will be used. 



le III-24. Ihere is a reference to Oisptet 1. While included as a part of ?• 48 



>title D - Elementary and Secondary, Bducation Block Grant, Chapter 1 does 



table 2 



p. 49 
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Page IV'"2 « Ihe 20 per cent pf the Baucation Block Grant which states may table 15 

reserve for their own uses id not intended solely for administrative costs f 
although a State could use the entire amount for that purpose. (Fage IV-15 p. 39 

same coninent) • 

c 

Page V'^ll . (Mer the Bdlucation Block Grant/ the Secretary is authorized to p. 72 

provide guidance in conducting evaluation only when requested to do so/ and is 
expressly prohibited from issuing regulations regarding the evaluation. 

Page V*>12 . ^Ihere again are references to Che^>ter 1 (footnote 24). Chegoter 2 footnote 
does not require evaluations that einploy objective measures of performance and deleted 
a determination whett^r iinpcovements can be sustained over time. 

Page v-13 . In the first paragre^, the report indicates that state evaluation p. 72 

costs can be e^qpected to increase as a result of the 1981 block grants. With ' par. 5 

respect to thfc Education Block Grant/ this may not be true. lt)e evaluation 

requirements of some of the antecedent categorical programs were mudi more 

extensive than thoee in the block. Also, because the per pupil amounts 

received undter the block grant are relatively small. States may decide to 

restrict evaluation activities to preserve the funds for educational programs. 

Page v-13 . In the second paragri^Jhf it should be noted that Chapter 2 does p. 73 

not "require" the Secretary to provide guidelines or criteria to be used in par. 1 

conducting effectiveness evaluations. The language is permissive. 

We found the report very helpful and will take the findings into consideration 
as we work with colleagues in the field of education to move toward a 
successful implementation of the block grant concept. OSiank you for giving me 
this opportunity to oomnent. l hope my comnents are helpful to you. 

' Sincerely, 



D. Jean Beniiih ^ 
Acting Assistant Secretary for 
Elem^tary and Secondary Education 
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DEPAKTMENTOF HEALTH h HUMAN SEKVICES 



HUG 13 



Offict Of Inspector 6«ntrat 



WMNngton, D.C. 20201 




Mr. Gregory J. Ahart 
Director/ Human Resources 

Division 
United States General 

Accounting Office 
Washington, D.C.^ 20548 

Dear Mr. Ahart: 

The Secretary asked that I respond to your request for our . 
comments on your draft of a proposed report "Lessons Learned 
from P«u3t Block Grants: Implications for Congressional 
Oversight." The enclosed comments represent the tentative 
position of the Department and are subject to reevaluation 
when the final version of this report is received. 

We appreciate the opportunity to comment on this draft report 
before its publication. 

Sincerely yours. 



Richard P. Kusserow^ 
Inspector General 
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D<peu:troBnt of Health md Hamn Services Comnenta on 
Draft of a^Propoeed GftO Report/ '^Leseone Leegned from 
Past Blodc Grants: Inplioaticne for OongreMional Overti^t" 

General Qtetnents *^ ' 

o The report presents a good historical siimary of past block grants, and 
ve agree with some of the dbservaticns and oonclusicns. ^ suggest that 
the usefulness of the report is limited, hOMver, primarily to historical 
description. It is inaii>ropriate to drmt conclusions, as G^O does, about 
the current blodc grants based cn findings about the previous block grant ^ 
prograiQs, since the two sets of blodc grants are fundMentally different. 
Ihe past block grants did not do much than cGnsolidate categorical 
programs. Ihe current block grants,^^^reated, undezf the Omibus Budget 
Reconciliation Act of 1981, go well beyond that in transferring progranh- 
matic and financial decisicn-iiBking authority to the States. They also 
decrease budgets for the p rogr a m s (not increase budgets as in past blocks) 
partly on the assinption that a reduced Federal zole cuts State adminis- 
trative costs. Furthermore^ current eooncroic and political circumstances 
are substantially different &om those at the time the past block grants 
were inpleroented. 

o Since the initiation of the programs that were the focus of the GAO study, 
public and Congressional perceptions of appropriate binding tnechaniicai 
have dianged. It is questionable vAiether the report's assessments of 
the limitations of the stabili^ of block grant mechanisms are applicable 
to the current situation. This qualifying point is stated in the report, ^ 
but should be one of the first things said. ' 

We disagree with the report's inference, raised cn page ii, that the P« i « 

blocks are not stable funding mechanisms because tliey have been merged 

with other blocks or reconstituted as blbdcs. Oily has been abol- — 
ished— the rest remain essentially in' blo^ form. Citing the modifioa- I 
tion of Title XX to the Social Services block grant as an indication ^ 
of the lack of steibili^ of the blpcdc grant medianim is inappropriate: \ 
the 1961 ciianges enhanced the flexibility and block grant charapteristic* 
of Title XX. GAO also fails to make the point that funding for seme of 
theee blocks did not grow. 

The report .diould make clearer that the dianges to the blocks over time 
(in tezms of flexibility) are, to a large extent, in the'hands pf Con- 
gress. Continued Congressional support for the block grant mechahim ' 
is the key to its viabili^. ' 

^ 
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o Ws tug9eit that warn quall^^ing lancfuage be added to the discussion o£ 

TiUe XX in IxxtrodUction section to the effect that the TlUe XX 
• pxogrm, edthoucJThot strictay spea3cing a blodk^rant jrograra, is 
^ inclucled in this roport because it is similar to earlier block grant 

o An infaortant^tpolnt is lost in the discussion of administrative ooets: 
the reduction in Federal requironents and the increeise Sxy flexibility 
allOMsd States in designing program and ackoinistrative systems provide 
States with Mm opportunity to raduce adninistrative oosts. TaJcing 
. advantage of this opportunity^ xp to the State anctS|^wiIl take time 
6yr States to make beneficiM adjust^^ HcMeyer^ Is G?VO points out, 
there ars/ and 'will contimw^tp o^, subetaxx^ifcrTSStj^ i][i measuring 
these savings* 

cTVhile 1^ report draws on a vzudety ofevaluation reports and int^ 
vimm with Federal officials/ it does not inoorpora^ State perspec- 
tives. State e3^)erienbes and viewpoints are particularly relevant 
to any discussion of the issues of balancing flexibllily and e^ocount- 
ability^ ana rsducing adninistrative costs* 

o Chapter II of the report, dealing with accountability for Federal funds, 
fails to mention the criminal prosecution sanction provisiona that were 
witten into legislation for CBIK, USfA, and the four 0961 health care 
bLodcs^^grants. (Saqctldtis ^luce inclu^ in the original CS^ legisla- 
tion, but not^the 19^ blodc grant*) Ihese provisions facilitate 
investigationxif criminal m|suse 6f Federal fimds (e.g**, eirbeulement) 
by not requiring that the Federal' ^cSiaracter"* of fund4 Involved first 
be est:ablished~a difficult task %iien funds are oonmin^ed. We suggest 
that GM) discuss the inpact; of each of these provisions^ on law enforce- 
^msnt efforts* 



pp. .8-9 
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US. Depuiment of Justice 




JUL 2 7 SC 



* 

Hr. UIIIlM J. Anderson 
Director 

General Government Division 

United States General Accounting Office 

Washington, D.C. 20548 

Dear Hr. Anderson: 



WtMtiton/aCIOSSO 



s 



This letter Is In response to your request to the Attorn^ General for the 
cownents of the Department of Justice (Department) on your draft report 
entitled "Lessons Learned from Past Block Grants: Implications for J 
Congressional Oversight.'' 

The two-week turnaround time for response to this draft report precluded a 
thorough review and comment by the Department. Nevertheless, we are taking 
this opportunity to offer some general .observations insofar as the report 
pertains to the Law Enforcement Assistance Administration (LEAA) block grant 
program. 

First, we believe that the LEAA block grant experience provides a data*base 
for obtaining some valuable information and offering some ^rthwhile lessons. 
However, theJ>rogri^ would have to be examined more closely and extensively 
than iSHilTow^witjytn the framework of this particular General Accounting 
Office (GAO) repSrt. Among the Issues the LEAA experience illustrates, which 
are also Issues thit are likely to surface in future block graats as well, 
include (1) the utility of block grant frtechapisms in meeting objectives of 
reform and innovation, (2) the encroachment of "red tape" at both the Federal 
and State levels, (3) the signiftcance of intergovernmental roles in decision- 
making and fund allocations, (4) the varying administrative capabilities at 
State and local levels, (5) the balance between recipient flexibility and/the 
need for accountability, (6) the pressures for recategorization, and (7Kthe 
need to measure progress in meeting statutory objectives. 

GAO observes that the new block grants have refrained from establishing uniforp 
performance reporting systedis and suggests that, as a result, the types of data 
regularly available mi^y not be sufficient tOcnake nationwide assessments. The 
LEAA experience points out the critical need for thi^ collection of basic, 
national data that show hoH:4>ub1ic funds have been spent, for what activities, 
and with what result* . LEAA's difficulty in reporting to the Congress and the 
general public on the uses of its funds plumed a significant role in its 
eventual demise. With the cooperation of the States, LEAA was able to install 
a reporting system, but it was both too late and too short on performance 
information to respond to growing Congressional criticism. The 1979 reauthori- 
zation of LEAA (the Justice System Improvement Act) rtflected Congressional 
concern that there be ti^ly and complete repottinj on pv^ormance and impact 
by requiring, in addition to an annual report,^ report every three years 
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describing in detail progress towards meeting certain statutorily-specified 

objectives. Although the GAO report refers to this aspect of the LEAA 

experience on pages V-6 and V-IO» the point is so pertinent that it merits p. 69 

more complete treatment* Furthermore, the success of LEAA in developing a 73^ 

relatively simple management information system with the. voluntary coopera- 

tion of the States might be a useful model for the new block granx programs. 

Page 1-9 of the draft report attributes LEAA vulnerability to lack of a united p. 6 
constituency, intergovernmental rivalries, and high crime rates. .Ho\#ever, 
other factors also played a major part including: the inability to document 
results, unwise and frivolous uses of block monies, growing administrative 
complexity and red tape, changing and unclear statutory purposes, and lack of 
targeting of fynds on effective improvement programs. With specific regard to ^ 
the latter point, the Attorney penerafl's Task Force on Violent Crime concluded 
that the LEAA program had scattered funds thinly over a wide variety of prog- 
rams, some of which were of dubious merit. The Task Force went on to recommend 
that future financial assistance be fo;ftised on priority programs of demonstra- 
ted worth. In essence, it found that one of the major lessons of LEAA was that 
grantee discretion had to be balanced with the need to target increasingly 
limited funds on effective improvement programs. The GAO draft report seems to 
overlook this issue. , 

The following minor points are brought to your attention: 

-< ' 

—Page II-4 contains a confusing and perhaps misleading paragraph on LEAA p. 18 
planning funds. LEAA legislation did indeed ease the financial burden on 
recipients of planning and administrative costs by providing for Part B 
planning grants. Most of the planning funds were for State administra- 
tive costs, aHhdugh at least 40 percent was to be passed through to local 
units or combinations . 

•—Page 11-12 states that recategorization of the lEAA block grant culminated p. 23 
with the Justice System Improvement Act (JSIA). This is an oversimplifi- ^ 
cation. The JpIA, in fact, eliminated separate block grants fof^ planning 
and correctional purposes and folded them into a general block grant for 
criminal justice improvements. * 

Page 11-13 (first paragraph) gives an impression that there was a cause and 
effect relationship between program restrictions and the addition of deleted 
corrections and juvenile justice block, grants, to a decline in iEAA 
appropriations. There is no reference source cited for this statement 
and, in our judgment, it is unsubstantiated* As noted earliir in the 
• report, LEAA's problems were much more numerous and complex than is 
suggested here. In fact, the agency's budget continued on an upward 
^ cycle after the Part t amendments of-1971 and the enactment of the • 
juvenile justice Vogwm in 1974. 

—Page 11-17 cites 1975 LEAA guidelines requiring recipients to report on 
program activities semi-annually. We have been unable to verify from deleted 
our-records the existence of any such reqadrement. Furthermore, the 
1975 guidelines cited were clearly not, as the report states, the 
initial LEAA regulations. By 1975 the program had been operating six 
"years. 
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The Department appreciates the opportunity to coM«ent on the draft report. 
Should you desire any additional Information, please feel free to contact me. 



Sincerely, 




Kevin D. Rooney 
Assistant Attorney General 
for Administration 
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UJ.D#|MirlmMt Of Labor 



At$Itt«nt Stcrttaryfor 

' Employmtnt arM Trtinlng 
Wafthlngton. O.C. 20210 



AU8 I ; iste 

Mi 



Mr. Gregory J. Ahart 
Director 

Human^ Resources Division 

U.S. General Accounting Office 

Washington, D.Cv 20^548 ^ ^ 

Dear Mr. Ahart: 

This is in reply to your letter to Secretary Donovan 
requesting^ comments on the draft ^sAO report entitled, 
''Lessons' Learned from Past Block Granta: implications for 
Congressional Oversight.** The Department's response is » 
enclosed. 

The Department appreciates the opportunity to comment on this * 
report. 

Sincerely, * 




Assistant Secretakv of Labor 
Enclosure 
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0. S, Department of Labdr 'a Response to Draft General Accounting 
Office Report Entitled — "Lessons Learned from Past Block 
Grants; Implication for Congressional Oversight" 

The Department has reviewed the draft report entitled, "Lessons 
Learned from Past B16ck Grants: Implications for Congressional 
Oversight" and offers the following comments on the issues 
discussed in the report. 



How Has Block Grant Legislatfion Balanced Competing Goals of 
Flexibility and Accotinta&llity? 

The Department feels -that the findings pertaining to this 
issue are consistent with the purposes of a block* grant. 
Block grants were created to reduce restrictions on local 
program* operators and GAO finds thai: this has in fact 
occurred/ in particular in the planning and spending areas. 

^ith respect to the accountability issue, in particular, 
performance standards , -it is the Department's position 
.that there must be basic overall standards established 
to evaluate outcomes. These standards would focus on 
prograun results emd'^not on process and would provide a 
sufficient base for assessment of overall results. 



* Have There Been Savings in Administrative Costs Undet 
Block Grants? ; . 

^he Department feels that the finding that there was no 
consistent change in administrative costs is primarily the 
result of the multitude of administrative requirements 
contained dn the Department's block gremt. We note that 
GAO indicates; that reductions in Federal ^^requirements may 
result in administrative economies i\pt previously seen. 

' The Department feels that the block grant approach for 
employment and training which is currently iDeihg 
considered will, in fact, provide for significant reduc- 
tions in Federal requirements and that these reductions 
in requirements along with the actual limitation on 
administrative expenditures established by legislation 
will produce significant administrative savings. 



Have the Poor and Other Disadvantaged Groups Been Served 
Equally Undfer Block Grants'^ and Categorical Programs? 

The finding that there were no consistent differences 
between categorical programs an4| block grants, in targeting 
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benefits to lower income individuals or to minority grpups 
again supports the Department's position With respect to 
block grants. 

The Department feels that any other,, results with respect to 
this issue in the employment and training area would mean 
that programs were not being operated in accordance with the 
intent of the legislation. 



What Has Been 'the Nature and Extent of Evaluative Information 
Available to the Congress Under Block Grants? 

The Department feels that the findings on this are consistent 
with the intent of the block grant approach. In particular, 
the less explicit role in programi evaluation for Federal 
agencies. 

The Department does not feeL that this approach will result 
in less effective service to eligible cMentele. The 
performance standards, which will be Federally established, 
will provide a basis for evaluating the system. 

In addition, the department will be carrying out SMCific 
evaluations of the cost-effectiveness of the pro^ra^dn . 
achieving the purposes of the Act, the impaxit of the programs 
on communities and participants, the extent to which the* 
programs meet the needs of the individuals by age, race, sex, 
and national origin and the adequacy of the overall delivery 
system. All of the information obtained through such evalu- 
ations will be provided to Cdngress. 
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